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Nato  presses  ahead 

with  plans  for 

Kosovo  peace  force 

Nato  pressed  ahead  with  plans  ’ to  deploy  an  advance  guard  of 

peacekeepers  In  Kosovo  within  * 
days  of  a   possible  peace  agree- 

ment, despite  Serbia's  renewed 
insistence  that  such  a   force  on 
its  territory  would  be  unneces- 

sary. Europe,  Page  2   - 
Bl  demands  speedier  bade  talks 
The  European  Union  caBed  for  a 
concerted  effort  to  complete 
membership  negotiations  with 
more  than  30  countries  seeking 
to  Join  the  World  Trade  Organisa- 

tion. World  trade,  Page  7 

67  looka  at  global  mbs 
Propoeals  for  a   global  committee 
on  financial  regulation  la  to  be 

discussed  by  finance  m Waters  ' 
from  the  Group  of  Seven  leading 
Industrial  countries.  Europe, 

Page  2 

Output  MI  threatens  Kalian  budget 

Italy's  hopes  of  sticking  to  its  - 
budget  programme  suffered  a 
setback  after  It  was  reported  that 

the  country’s  industrial  produc- 
tion fefl  In  December  by  a   sea- 

sonally adjusted  6.1  percent  on 
the  previous  month.  Europe, 

Page  2 
feta  lumchas  crackdown 

Cuba’s  communist  government 
lauiched  a   crackdown  on  politi- 

cal opponents  who  collaborate 
with  the  US  government,  under- 

lining Hs  hostility  to  recent  modi- 
fication of  Ihe  US  embargo. 

Page  16 
£12m  to#  after  turns! 

Engineering  company  Balfour 
Beatty  was  fined  El  .2m  ($2m) 
over  a   rail  tunnel  collapse  at 
Heathrow  airport,  London;  A 
£500,000  fine  was  imposed  on 
Austrian  engineering  consultancy 
firm  Geoconsutt  GES,  which  was 

monitoring  construction.  Britain, 
Page  9   _ 

Northern  Iratantifirat  minister 

David  Trimbfe  looks  Hkaiy  ttrbe.  ■ ; 
opposed  by  n   majority  c#; 
unionists  whan  the  rigforial 
assembly  votes  to ratify  power 
•haring  arrangements.  Britain.  L 
Page  8 

Japan’s  trad*  suptas  np  38J% 
Japan's  current  account  surplus 
rose  to  a   record  Y1 5,861  bn 

($139bn)  In  1996,  38.7  per  cent  •• 
up  from  a   year  carter  and  the  . 
highest  since  1985.  Aria-Pacific, 
Page  4 

Ceotrri  bank  chief  bdfcatad 

Philippines  president  Joseph  . 

Estrada  said  .Rafael  Buenaven- 
tore,  a   former  senior  official  at 
Citibank,  should  succeed  Gabriel 
Slngson,  who  Is  soon  to  retire  as 

governor  of  the  country's  central bank.  Aria-Pacific,  Page  4 

Ex-rutor  to  fight  Mgaria  pd 

Otusegun  Obasanjo,  Nigeria's  - 
former  military  ruler,  won  over-  : 
whelming  backing  from  his 
People's  Democratic  party  to 
contest  presidential  elections. 
International,  Pag«  6 

Olympics  sponsor  may  pal  out 

Sydney's  anxiety  about  sponsor- 
ship of  the  2000  Olympics 

increased  after  Samsung  Be©- . 
tronfcs  of  South  Korea  said  It 

was  reconsidering  its  sponsor-  : 
ship  after  the  Salt  Lake 
CKyscandaL  International,  . 

Pag*  6 

Radfcal  move  an  doctors'  pay 

Top  doctors  in  Britain  would  be  - 
paid  by  how  successfully  they  . 
treat  their  patients  under  radical 

government  plans.  Pege  16 
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Credit  Suisse  Group 

in  $650m  purchase 
of  US  fund  manager 
Credit  Suisse  Asset 

Management,  owned  by  the  sec- 
ond biggest  Swiss  bank, 

announced  the  $850m  acquisi- 
tion of  Warburg  Pincus  Asset 

Management,  the  privately  held 

US  mutual  fond  group.  Com- 
panies and  Markets,  Page  1 7 

Aerospatiate’s  path  to 
privatisation  has  been  cleared 

following  agreements  on  the  val- 
uation of  the  French  state-owned 

aerospace  group.  Companies 
and  Markets,  Page  17 

Norsk  Hydro,  Norway's  largest 
industrial  group,  said  faffing  prof- 

itability in  time  of  its  core  busi- 
nesses -   oil,  fertilisers  and  petro- 

chemicals -   had  wiped  28  per 
cent  off  its  1998  profits. 

European  companies.  Page  18 

DabriarCfayrisr,  the  German-US 

car  group,  promised  to  decide 
within  three  months  whether  to 

acquire  a   stake  in  struggling  Jap- 
anese carmaker  Nissan.  Com- 

panies and  Markets,- Page  17; 
Observer,  Page  15 

Baff  Computer,  Hewlett-Packard 
and  Applied  Materials  report 
quarterly  results  today  end  the 
three  US  technology  beOwether 
stocks  wiH  be  closely  watched 

after  a   sharp  decline  in  technol- 
ogy stocks  last  week. 

US  companies.  Page  19 

Canon,  the  Japanese  electronics 

giant,  warned  that  its  consoti-.- 
dated  net  profits  would  fall  36 

per  cent  this  year.  Asia-Pacific 
companies.  Page  20 

Rflpsol  group  of  Spain  has 

bucked  the  trend  among  oil  com- 
panies by  reporting  a   net  profit 

Increase  of  more  than  15  per  - 
cent for  last  year.  European  - 

companies,  Page  18 .   . 

British' Biotech's  first  advanced 

trial  for  an  anti-cancer  agent  "has fated;  Companies  bnd  Markets, 

M9  Baring?  :riew  chief  executive 
arid  one  of  Ms  senior  teutanants 

have  given  up  part  of  their  guar- 
anteed bonuses  for  1998  to 

make  a   reduced  poor  of  money 
go  further.  European 
companies.  Page  IB 

UtHteM  Motors  president 

Kateuhiko  Kawasoe  is  actively 

seeking  a   foreign  partner  for  a 
“business  relationship".  Asia- 
Pacific  companies.  Page  20 

SEB,  one  of  Scandinavia's  largest lenders,  is  considering  telfing  its 
nor^Ufe.  Insurance  operations. 
European  compartee.  Page  18 

RiHppiM  AHdk  dipped  farther 

into  toe  ted,  leaving  the  national 

carrier  with  an  excess  of  liabili- 
ties over  assets  of  more,  than 

5bn  pesos:  ($1 30m).  Asia-Pacific companies.  Page  20 

Barcbtys,  the  UK  banking  group 

ihat  last  week  appointed  a   new  - chief  executive,  has  lost  another 
senior  executive.  UK  companies. 
Page  21 

UPM-Kymraem,  toe  Finnish 
forestry  group,  announced  a 
rationalisation  programme  rimed 
at  saving  FM12bn  f€200m, 

5228m)  a   year.  European 
companies.  Page  18 

Feng  shui  predicts  a   share  of  bad  luck 
By  lonfoa.  lueas  In  Hong  Kong 

Investors  should  burrow  for 
cover  in  the  year  of  the  rabbit, 
which  starts  today,  as  fmg  shut 

experts  are  predicting  a   bumpy 

ride  for  China's  stock  market 
Feng  At ri  Is  reading  the  runes, 

Chinese  style.  It  depends  heavily 
on  the  confluence  of  key  ele- 

ments. mainly  wind  and  water, 
ana  architectural  layout. 
Unfortunately,  the  runes 

appear  to  he  suggesting  a   rather 
rocky  new  lunar  year.  Credit. 
Lyonnais  Securities  Asia  Global 

Emerging  Markets,  which  con- 
ducted' its  rreftwrrh  awMing  five 

fata  shui  masters,  concludes  that 
the  overriding  problem.  Is  too 
•much  fire  and  wood. 

These  two  elements  cannot  co- 
exist well  together  the  wood  is 

too  bulky  and  is  bard  to  bum. 
Unless  we  have  some  gold  ele- 

ment to  break  the  wood  into 

smaller  pieces,  tire  confluence  of 
fire  and  wood  will  dry  up  Invest- 

ment [water]  and  therefore  mar- ket liquidity ,"  says  Dio  Wong  at 

CLSA. But  the  unfavourable  climate 

wfO  not  last  all  year.  With  the 
mid-autumn  festival  in  Septem- 

ber, liquidity  is  expected  to  flow 
hnrV  lytto  Bany  Wong  from  the 

For  China,  the  prognosis  Is  fin- more  consolidation  and  reform.  It 
is  an.  excellent  year  for  Jiang 
Zamin.  China's  president,  but  the 

good  news  loses  momentum 
when  the  broader  picture  is 
assessed.  The  Dragon,  which  rep- 

resents China,  la  trapped  this 
year,  hence  Beijing  can  expect  to 

continue  to  straggle  to  consoli- 
date and  control  the  power  of  the 

local  and  provincial  govern- 

ments. For  Hong  Kong,  where  fmg 
shut  masters  are  called  in  along 

with  the  architects,  the  financial nerve  centres  appear  to  he  com- 

pletely lacking  in  harmony  this 

year. 

The  stock  exchange,  with  Its 

main  door  feeing  west  and  stone- 
blocked  entrance,  loses  out  on  all fronts. 

“In  this  year  of  tire  rabbit  It  is 
the  worst  direction  with  the 

worst  energy,"  says  Master  Koon 
Lung,  a   ftmg  shui  expert  who  will be  steering  well  dear  of  the  stock 
market  this  year. 
As  for  the  oilrig  structure  or 

Hongkong  &   Shanghai  Bank,  its 
fmg  shui  Is  on  very  shaky 
ground.  This  is  particularly 
unfortunate  because,  as  head- 

quarters, its  fortunes  reflect  on the  entire  group. 

Master  K can's  verdict  for  the 
global  hoTiiriTig  colossus,  with  its 

energy  sapped  by  a   southern 
aspect  and  an  empty  ground  floor 

map*!  by  all  and  sundry  pwffftog 

trade,  is  that  money  wDl  be  "easy 

come,  easy  go”. 

This  is  the  worst  year  In 

finance,  especially  to  Hongkong 

Bank,"  he  says  gloomily. Elsewhere  In  the  world,  US 

President  BUI  Clinton  is  due  bet- 
ter fatg  shtd;  the  UK  government 

is  predicted  to  embark  on  a   series 
of  EU  wrangles;  the  Middle 
East  faces  -   warfare;  and 

Japan  a   weaker  second-half 

economy. 

Feng  shui  throws  up  several 
startling  numbers:  the  Japanese 
yen  will  see  support  at  Y140  to 

the  dollar,  against  YH3  cur- rently;   and  emerging  maricats  In 
Latin  America  and  South  East 
Asia  face  at  least  a   luckless  six 

months  -   with  sentiment  soured 

by  Increasing  currency  risk. 

IRAQI  DEPUTY  PRIME  MINISTER  TOLD  TO  COMPLY  WITH  UNITED  NATIONS  DEMANDS  BEFORE  ANY  BACKING  TO  LIFT  SANCTIONS 

TafoAzte  !■&  and  Brian?  Ecevft  before  their  (nesting  In  Ankara 

Japan  bond  issue  will 
fund  banking  reform 
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By  Glfian  Tstt  and  Mtoko  Nriomae 

bi  Tokyo  - 
The  Japanese  government  Is 
likely  to  issue  several  trillion  yen 

worth  of  additional  government- 
guaranteed  .bonds  to  fund 
banking  reform  in  the  coming 
weeks,  Tfaimn  Yanagisawa,  finan- 

cial reform  minister,  indicated 

yesterday. The  new  bonds,  which  could  be 
worth  more  than  Y7,000bn, 

(ISlbn)  would  come  on  top  of 

Tokyo’s  record  net  issuance  of 
Y34,000tm  of  Japanese  govern- 

ment bonds  to  the  1998  fiscal 

year. 

The  issue  of  additional  bonds 
could  deal  a   further  blow  to  JOB 
markets,  which  have  already 

seen  prices  tumble  in  recent 
weeks  an  fears  of  excess  supply. 

Sentiment  to  the  market  wors- 
ened yesterday  after  the  Bank  of 

Japan’s  «rmivim«»m»it  last  Fri- 
day that  it  would  not  buy  mare 

jGBs,  even  though  it  planned  to 
reduce  the  overnight  market 
rates  to  a   historic  low  of  0.15  per 

cent.  The  yield  on  the  10-year benchmark  JGB  closed  at  2.14  per 

cent  yesterday,  9-6  percentage 
points  up  from  the  close  on 
Friday. 

Jeffrey  Young;  analyst  at  Salo- mon Smith  Barney  in  Tokyo, 
«gfai:  if  the  (government]  has  to 

raise  more  money  to  finance  the 

recapitalisation  of  the  banking 

sector . . .   there’s  a   potential  for  a 
sharp  sell-off  In  the  bond 

market" 

Last  Friday  the  Financial 
Reconstruction  Committee,  the 

government  body  charged  with 

implementing  banking*  reform, 
reported  that  the  largest  banks 
had  asked  for  a   Y7,450bn  injec- 

tion of  public  tends. 
The  FRC  bad  hoped  these  injec- 

tions would  from  Flank  of 

Japan  loans  to  the  Deposit  tosur- 
ance  Corporation,  another  gov- 

ernment body  that  tends  bank 
reform.  However,  the  Bank  has 
recently  opposed  this  plan 
because  It  fears  extending  loans 
to  the  DIC  would  undermine  its 

credibility  as  a   central  bank. 
Mr  Yanagisawa,  chairman  of 

the  FRC,  yesterday  stressed  that 
It  was  up  to  the  DIC  to  decide 
the  final  details  of  how  it  would 
tend  the  bank  reform.  However, 
he  admitted  “it  will  be  difficult 

for  [the  DIC]  to  borrow  the  whole 
aranmpt  frfim  the  Bank**. 

*T  think  the  DIC  will  be  forced 

to  consider  .raising  most  of  the 

funds  from  the  market,"  he 
added.  "From  our  paint  of  view 
we  would  like  the  option  which 
bag  the  lower  funding  costs.  That 

would  probably  be  Bank  of  Japan 

loans." 

Signs  of  cheer,  Page  4 

IBM*  rent  oka  att.  Mm  1r  loci  bow**  stow 
Mtrii  -   teruqo  Mod R2ES  DM 

0R1J5 

Matas  Bftsojcuarfe* 
13800 ftzmj  Nnd a   looo OB  .   \   U5S100MB JD1.75  ftetefd 

EaSDta.89 

Mfla'  ttrtUO.am* KMD0L7S0  Mv 
0R1X00 

tank  OftTWOQ  UM* LstJB  So*  Africa  ms 
Matrit  -   BWMC  UMMi 

U2U» 
Pt*32S?CU8S) AH  McttffigZtt)  Un UP3JOOMKH 

SKQOSO 

tarn 
HlR90(C2q  Satorta 

d   SFrUO 
—     HUH  team 

OrtMO  «!* 
sesooo MM  MOO  WM [   H4J0(C2.TS  TtBtdi DtaZSOO Mteftej  ..  tote  fenny Momoo  ore ornsso 

    -   . 

.   ■   ^ 
SMrite  SNte  OqMtmt  Iti.flteKW  TbwLWai, 

nfc+44i7i  mew  Jtac«4ci7isnsai 
Ifrtot  fTUwb— aw  \ 

■   i   ' .   % 

CONTENTS 

Worid  New;  North  America  5 

Latin  America  5 ,   International  6, 

Asia  Pacific  4.  Trade  7,  UK  8,9 : 

European  News:  2,3  • 

PeoptaflactBialogy:  10,11 

Coonmnt  &   Analysis:  14,15 

Companies  &   Ffoance:  17-22 
Europe  18,  The  Americas  19, 

Asia  Pacific  20, 
UK  21, 

Capital  Markets  24  •   . 
Worid  Stock  Markets:  30-36 

fill  contents  and  Lax:  back 

Turkey  rebuffs  Iraq 
over  US  air  bases 
By  Layla  Boulton  In  Ankara 

Turkey  yesterday  rebuffed 

appeals  by  Tarlq  Aziz,  Iraq's  dep- uty prime  minister,  to  stop  US 
aircraft  taking  off  from  a   Turkish 

base  to  attack  targets  in  Iraq’B northern  no-fly  zone. 
-   Mr  Aziz's  visit  to  Ankara  at  the 

invitation  of  Bulent  Ecevit,  the 

caretaker  prime  minister,  coin- cided with  Iraqi  threats  to  Saudi 

Arabia  and  Kuwait,  which  allow 
US  and  British  warplanes  to  use 

for  patrols  of  thp  southern 
no-fly  zone.  Baghdad  said  yester- day that  attain*  by  western  air- 

planes to  the  south  killed  five 

people  and  wounded  22  yester- 

day. 

-   Turkey  madTraq  agreed,  how- 

ever, that  Baghdad’s  interna- 
tional isolation  hurt  both  coun- 
tries, though  neither  of  them 

could  persuade  the  other  to  do 

anything  to  end  it Mr  Aziz  said  the  main  problem 

to  the  two  neighbours'  relation- 
ship was  "external  interference" 

by  other  countries.  His  comments 
were  a   clear  reference  to  the  US 
and  Britain,  which  are  using  the 
Indrlik  airbase  to  Turkey,  a   Nato 
ally,  to  launch  attacks  on  Iraqi 

targets  to  retaliation  for  viola- 
tions of  the  no-fly  zone  in  north- ern Iraq. 

Mr  Aziz  said:  “If  we  can  get  rid 

of  external  interference,  we  can 
have  better  understanding  and 

co-operation  because  Turkey  and 

Iraq  are  neighbours  and  friends 
which  have  so  much  to  com- 

mon." 

Attacks  by  the  US  and  UK  on 

targets  to  the  no-fly  zones  - 
imposed  by  the  US  to  the  north 
to  protect  the  Kurds  and  in  the 
south  to  protect  Shies  after  the 
1991  Gulf  war  -   have  become  an 
almost  daily  occurrence,  but Baghdad  hag  pledged  to  continue 

defying  the  exclusion  areas. Mr  Ecevit,  who  had  assured 

Washington  before  the  visit  that 
Iraq  could  not  drive  a   wedge 
between  Turkey  and  its  Nato 
alllpt,  said  he  had  urged  Baghdad in  a'  “beneficial  and  friendly 

meeting"  to  comply  with  UN  dis- armament demands  and  respect 
the  no-fly  zone. 

Only  when  it  had  started  to  do 
so  would  Turkey  be  able  to  help 

get  sanctions  lifted.  Mr  Ecevit 
told  Mr  Aziz  that  every  attack 

launched  from  Turkish  sofl  by 

US  warplanes  had  been  to  self-de- fence. 
But  Taha  Yassin  Ramadan, 

Iraq's  vice-president,  said  to  a 
radio  interview  that  Bagdad 
would  attack  the  US  base  at 
Indrlik  if  the  raids  continued. 
Associated  Press  reported. 

However.  Mr  Ecevit  said  secur- 

ing Iraq's  territorial  Integrity  and 
the  lifting  of  economic  sanctions 
would  “relieve"  Turkey  more 
♦haw  any  other  Iraqi  neighbour. 

Turkish  nffiriaia  are  worried  that 
If  there  were  a   power  vacuum  to 

Baghdad,  Kurds  in  northern  Iraq 
could  achieve  a   separate  state. 

That  to  turn  could  lead  to  pres- 
sure for  Turkish  land  to  be annmtnd  to  such  a   state,  officials 

claim,  but  western  nffieteia  see 

mnnemg  as  far-fetched. 

But  few  dispute  Turkey's 

claims  that  it  has  lost  $30bn  to 

pipeline  revenues  since  the  UN imposed  sanctions  on  exports  of 

oil  from  Iraq,  previously  Turkey's second-largest  trading  partner. 

Mr  Ecevit  said  Turkey’s, long-term  aim  was  to  restore 
bilateral  trade  to  past  levels. 

Ztya  Aktas,  the  Turkish  energy 

minister,  said  the  sanctions  con- stituted “a  serious  blow  to  our 
economy  and  the  region.  Since 
the  Iraqis  do  not  have  any  money 

they  cannot  trade  freely  and  we 
can  no  longer  get  oil  from  the 

pipeline." 

However,  according  to  Ismail 

Cem,  the  foreign  minister,  these concerns  took  second  place  to 

Washington's  overriding  goal  of 

toppling  Saddam  Hussein,  the 

Iraqi  leader. 
Buigy  Investors  mcomged,  Ays  7 

Ax  Hdeifywe’ie  utterly,  totally,  100%  dedicated 

to  making  your  money  make  more  money. 

It’s  all  we  do.  All  we’ve  ever  done.  And  over 

die  last  50  yean  we've  grown  to  be  the  largest 

independent  fund  manager  in  die  worid  investing 

the  hard-earned  savings  ofover  15  million  people: 

some  £492  billion  in  totaL 

How's  it  done?  Hard  work,  commitment  and 

a   real  kwe  ofwhar  we  do.  In  a   wotd  -   dedication. 

We  don't  just  follow  the  market,  we  hand 

pick  our  portfolios  stock  by  stock.  Wc  believe  no- 
one  investigates  more  companies  more  thoroughly. 

Or  has  a   bigger  team  of  analysts  and  fund 

managers  working  in  die  major  world  markets. 
Or  males  mote  company  calk  to  glean  toe  all 

important  knowledge  first-hand 
We  doubt  if  yon  H   find  stronger  commitment 

anywhere.  And  you  can  put  your  money  on  thsL 

•read  imv  xMsarMsy. 
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Nato  forges  ahead  with  Kosovo  plans 
By  Doth  Buchan  hi  Paris 

Nato  yesterday  forged  ahead 
with  plans  to  deploy  an 

advance  guard  of  peace- 
keepers in  Kosovo  within 

days  of  a   possible  peace 

agreement,  despite  Serbia's 
renewed  Insistence  that  such 
a   force  on  its  territory  would 
be  unnecessary. 

Nato  military  commanders 

at  Mons  in  Belgium  held  a 

“force  generation"  confer- 
ence to  match  needs  with 

troops  offers  by  alliance 
members. 

Their  first  task  is  to  have 

the  first  elements  of  an  8.000- 

10,000  “enabling  force"  ready 
to  enter  Kosovo  very  shortly 

after  the  Saturday  noon 

Trade  war 
embroils 

Yugoslav 
republics 
By  Guy  Dtamore  to  Belgrade 

Tonnes  of  bananas  Imported 

by  Montenegro  are  rotting  in 
trucks  blocked  on  the  border 

with  Serbia  as  the  political 

power  struggle  between  the 

two  remaining  Yugoslav 
republics  develops  into  an 
open  trade  war. 

Both  republics  are  consid- 
ering taking  Anther  action 

that  diplomats  say  threatens 

to  break  up  wbat  is  left  of 
federal  Yugoslavia,  as  well 

as  damaging  the  peace  talks 
on  ending  the  war  in  the  Ser- 

bian province  of  Kosovo. 

Montenegrin  officials  yes- 

terday accused  Serbian  offi- 
cials of  blocking  over  100 

Montenegrin  trucks.  Most 
are  carrying  bananas,  coffee 
and  fuel.  Around  20  ships 
were  said  to  be  anchored  off 

the  Montenegrin  port  of  Bar 

with  goods  that  importers 
fear  will  not  reach  Serbia. 

Belgrade  has  Justified 

impounding  the  trucks,  say- 
ing Montenegro  has  not  paid 

federal  Yugoslav  customs 

duties  on  imports.  Many  Ser- 
bian firms  have  re-registered 

in  Montenegro  to  take 

advantage  or  its  lower 
import  taxes. 

The  pro-western  Montene- 

grin government  of  Presi- 
dent Milo  Djukanovic 

refuses  to  recognise  the 

legitimacy  of  the  Yugoslav 
government  appointed  by 

President  Slobodan  Milos- 
evic who  has  accused  Mr 

Djukanovic,  his  most  out- 
spoken critic,  of  seeking 

secession  from  the  federa- 
tion. 
Montenegro,  a   small 

republic  of  650,000  people 
dwarfed  by  Serbia  to  the 
north,  has  further  angered 

Belgrade  by  reopening  bor- 
der crossings  with  Croatia 

and  offering  its  territory  to 
Nato  as  a   staging  post  for  a 
planned  peacekeeping  force 
in  neighbouring  Kosovo. 

Diplomats  fear  the  politi- 
cal conflict  between  Serbia 

and  Montenegro  will  weaken 
the  hand  of  the  international 

mediators  at  the  peace  talks 
in  France. 

The  mediators  are  seeking 

to  persuade  leaders  of  the 
Kosovo  Albanian  majority  to 

accept  a   deal  that  would  give 

Kosovo  substantial  auton- 

omy within  federal  Yugo- 
slavia. 

Official  sources  said  Mon- 

tenegro -   Yugoslavia's  last 
outlet  to  the  Adriatic  coast  - 
was  considering  taking  retal- 

iatory' action  against  Serbian 
companies. 

The  Belgrade  leadership  is 
debating  whether  to  sever 
all  financial  transactions 
with  Montenegro,  a   step 

which  would  severely  dam- 
age trade  between  the  two 

republics. 
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deadline  for  the  peace  talks 
between  Serbs  and  Alba- 
mans  at  RambouilleL 
The  eventual  force  would 

total  nearly  30.000,  and 

might  include  troops  from 
countries  outside  Nato.  such 

as  Russia. 

But,  as  Igor  Ivanov,  the 
Russian  foreign  minister, 

stressed  yesterday  after  a 

meeting  with  the  Ham  book- 
let negotiators,  any  such 

force  would  have  to  have  the 

agreement  of  the  Serbian 

and  Yugoslav  leadership. 
Milan  Milatinovic.  the  Ser- 

bian president,  later  reiter- 

ated Belgrade's  objections  to 
a   peacekeeping  force,  saying 

that  'if  we  reach  an  agree- 
ment acceptable  to  the 

entire  population  [of  Kos- 
ovo], then  we  will  not  need 

foreign  troops". This  flew  in  the  face  of 

last  weekend's  comment  by 
Madeleine  Albright,  the  US 

secretary  of  state,  that  "an 
agreement  without  a   strong 
international  presence  is  no 

agreement  at  all".  She  also 
blamed  the  Serbs  for  slowing 
down  the  talks  last  week,  as 

did  Robin  Cook,  the  UK  for- 

eign secretary,  who  is  co- 
chairing  the  Rambouillet 

talks  with  his  French  coun- 
terpart, Hubert  vedrine. 

Some  French  diplomats 
have  since  criticised  an 

alleged  Anglo-American  bias 
against  the  Serbs  and 

favouritism  towards  the 

Albanians.  Mrs  Albright  said 

the  Albanian  negotiators 

had  given  her  Nan  Indica- 

tion, though  not  a   promise" that  they  would  sign  a   peace 

deal  by  Saturday. 
The  first  elements  of  the 

Nato  “enabling  force"  could 
be  in  Kosovo  virtually  before 
the  ink  is  dry  on  a   peace 

accord,  Nato  diplomats 

claimed  yesterday.  They 
would  come  from  the 

French-led  force  of  IfiOa  that 

is  just  over  the  border  tn 
Macedonia  and  from  the  US 
24th  Marine  Expeditionary 
Unit  based  on  the  Nassau 

troop  carrier  is  the  Adriatic. 

Heavy  equipment  would 
come  a   few  days  later,  from 
forces  in  Germany. 

Britain  yesterday  started 
to  send  light  Links  and 

armoured  cars  for  shipment 

from  Germany  to  the  north- 

ern Greek  port  of  Salonika. The  six-nation  Contact 

Group  of  mediating  coun- 
tries, which  includes  the  US. 

said  at  the  weekend  ft  was 

ready  to  “devote  significant 
civilian  resources"  to  hack 

peace  in  Kosovo.  But  it  is. 

already  evident  that  an  even 

higher  proportion  of  this  aid will  come  from  the  European 
Union  than  was  the  case  in 

the  reconstruction  of  Bosnia. 

The  European  Commission 
has  started  to  canvas  the  13 

European  Union  govern- ments to  put  up  half  of 
€5Q0m  ($565m)  for  a   three: 

year  plan,  with.; the  other 
half  coming- from  the  ElTs 
own  budget.  By  comparison, 

the  EU  pledged  $lbn  out  of 
its  own  budget  for  Bosnia 

oyer  the  past  three  years, 
.with  $766m  .promised .by  the 

US  and  $S90m  by  the  World 

Bank,  although  individual - 
EU  states  have  also  contrib- 

uted large  amounts  in  addi- tion. 

.   Brussels  would  like  to  get 

the  World  Bank  involved. 

However,  it  recognises  this 
would  be  hard  because  Kos- 

ovo is  not  a   sovereign  coun- 
try hut  part  of  Yugoslavia, 

which  is  subject  to  sanctions 
that  involve  it  being  banned 

from  .   World  Bank  member- 
ship and  credits. 

Bonn  fears  it  may 
be  left  to  shoulder 

burden  of  refugees 
German  pleas  to  treat  expected  Balkans 
exodus  as  a   European  problem  are  falling 

on  deaf  ears.  Emma  Tucker  reports 

As  the  talks  in  France 
rumble  on  and  a   large 

question  mark  hangs 

over  peace  in  Kosovo,  the 
European  Union  is  once 

again  on  standby  to  receive 
waves  of  refugees  from  the 
Rallttms. 

This  prospect  might  have 
been  expected  to  focus  the 

minds  of  EU  interior  minis- 
ters on  plans  to  develop  a 

shared  approach  to  such 
influxes.  But  at  a   meeting  in 
Berlin  last  week  proposals, 

presented  by  the  European 

Commission  for  joint  mea- 
sures on  burden-sharing 

remained  deadlocked. 

France,  the  UK  and  Spain 
refused  to  budge. 

Their  stubbornness  was 

intensely  galling  for  Ger- 
many. which  chaired  the 

meeting.  Since  the  crisis  in 

the  former  Yugoslavia.  Ger- 
many has  opened  its  doors 

to  over  350.000  Bosnians  - 
more  than  all  the  other  EU 

member  states  put  together. 
It  now  fears  it  would  also 

bear  the  brunt  of  any 

renewed  full-scale  crisis  in 

Kosovo. 
“Germany  feels  that  the 

rest  or  Europe  is  not  pulling 

its  weight.  It  wants  its  part- 

ners to  see  this  as  a   Euro- 

pean problem,  not  as  a   Ger- 
man problem,"  explained 

one  EU  diplomat. 
At  the  Berlin  meeting  Otto 

Schily,  the  German  interior 
minister,  was  diplomatic.  He 
said  German  proposals  to  set 

up  a   vol  un  tary  joint 

approach  to  burden-sharing, 
that  would  involve  other 

countries  taking  some  of  the 

“displaced  persons",  had  met 
with  “wide  approval".  Bnt 
that  approval  did  not  get  the 

proposals  adopted.  Until 
such  countries  as  France, 

the  UK  and  Spain  are  con- 
fronted by  crises  on  their 

own  doorsteps,  they  are 

unlikely  to  offer  the  solidar- 
ity that  Germany  is  seeking. 

Britain  argues  it  is  impos- 
sible to  define  criteria  for 

burden-sharing  before  a   cri- 
sis actually  happens.  It  also 

points  out  that  the  UK  con- tributes in  other  ways,  for 

example  its  large  military 

presence  in  the  Adriatic  and 
assistance  on  the  ground  in 

the  former  Yugoslavia. 
These  are  factors  Germany 

says  would  be  taken  into 
account  under  its  proposed 

voluntary  approach. 
Even  if  Germany  manages 

to  persuade  other  doubters, 
it  will  take  just  one  country 

A   Kosovo  chid  waits  for  hatch  In  ■   d   Mention  centre  in  southern  Italy 

to  scupper  the  proposals. 
The  question  of  temporary 

protection  and  burden-shar- ing fails  into  the  domain  of 

justice  and  home  affairs 
where  all  EU  decisions  are falcon  by  consensus. 

This  unanimity  rule 

explains  why  progress  in 
this  field  has  trailed  so  for 
behind  other  developments 

in  Europe.  The  EU  may  have 
launched  one  currency  and 

scrapped  borders  for  goods, 
services  and  people,  but  it  . 
remains  locked  In  the  past 

when  it  comes  to  cooperat- 
ing on  matters  affecting  jus- 

tice, law,  and  crime. 
The  Berlin  meeting  was 

typical  of  the  state  of  affairs 

in  the  ElTs  so-called  third- 

pillar  -   one  of  the  three 
areas  into  which  EU  deci- 

sion-making Is  divided.  At 

the  meeting,  the  joint  action 
on  burden-sharing  remained 
deadlocked;  and  appeals 
were  made  to  France,  Italy 

and  Portugal  to  ratify  proto- 
cols without  which  Europol, 

the  EU's  budding  police 
intelligence  agency,  can  do 
little  more  than  exchange 
information.  In  addition  a 

convention  on  matrimonial 

law,  years  hi  the  making,  is 

not  yet  applicable  due  to 

legalistic  tArhwi«ilfrip« 
Not  even  ratification  of  the 

EU’s  new  Amsterdam  Treaty 

-   expected  to  be  completed 

this  spring  -   can  be  expected 

to  inject  life  Into  the  EU’s 

•   Reuters 

justice  and  borne  affairs  pro- 

gramme. AH  but  Che  ques- 
tion of  visas  will  remain  sub- 

ject to  '   unanimous 
derigjnn-fnflkfng- 

Critics  say  it  Is  tone  for  a 
radically  new  approach.  This 
is  what  many  hope  for  at  a 

special  heads  of  government 

summit,  to  be  held  at  Tamp- 
ere in  Finland  later  this 

year.  There,  EU  leaders  have 

promised  to  take  a   “helicop- ter view"  of  the  legalistic 
tangle  that  is  EU  policy  on 

justice  and  home  affairs. “New  thinking  has  to  be 

allowed  In  to  this  area,"  says Friso  Roseau  Abblng,  EU 

representative  for  the  Euro- 
pean Council  on  Refugees 

and  Exiles. 

France  embarks  on  energy  shake-up 
By  David  Owen  in  Paris 

France's  National  Assembly 
will  today,  at  last,  start 
debating  the  bfll  transposing 
a   European  Union  directive 

obliging  member  states  to 

begin  opening  their  electric- 
ity markets  into  French  law. 

This  milestone  will  no 

doubt  be  welcomed  by  propo- 
nents of  liberalisation,  keen 

for  the  end  of  the  50-year-old, 
quasi-monopoly  in  one  of 

Europe’s  biggest  electricity 
markets  held  by  Electricity 

de  France  (EdF).  the  state- 

owned  utility  that  is  the  con- 
tinent’s biggest  power  sup- 

plier. 
But  it  is  unlikely  to  halt 

criticism  of  the  way  France 

has  handled  an  important 

step  in  progress  towards  a 
genuine  European  single 

market. 
There  are  a   variety 

of  historical  and  political 
reasons  why  Paris  was 

always  likely  to  adopt  a   cau- 
tious approach  towards 

implementing  this  directive. 

For  one  thing,  the  decen- 

tralising dynamic  that  liber- 
alisation will  set  in  train 

runs  counter  to  the  coun- 
try’s Jacobin  tradition,  with 

Its  flair  for  centralised  plan- 

ning. For  another.  France’s dearth  of  Indigenous  fossil 

fuel  resources,  and  the  ambi- 
tious nuclear  build-up  it 

embarked  on  to  make  up  for 
it,  have  ensured  that  energy 

is  a   sensitive  subject 

On  a   political  level,  mean- 
while, the  lack  of  an  overall 

majority  for  the  Socialist 
party  of  Lionel  Jospin,  prime 
minister,  helps  to  explain 

the  long  consultation  period 

that  preceded  the  bilL 
Government  officials  are 

now  confident  they  have  a 

text  that  the  Socialists’  Com- 
munist coalition  partners 

will  not  reject  and  is  there- 
fore capable  of  commanding 

a   National  Assembly  major- 
ity. Communist  deputies 

nevertheless  warned  last 
week  that  the  current  text 

was  “unacceptable". 
Acceptable  or  not  the  bfll 

Is  for  from  bold.  Even  Chris- 
tian Bataille,  the  Socialist 

deputy  who  as  rapporteur  of 
tiie  bill  will  be  among  the 

first  to  speak  in  the  parlia- 

mentary debate,  acknowl- 
edges it  could  be  seen  as 

“prudent  and  even  timid"  on 

Electricity 

liberalisation 

a   European  level  -   although 

he  prefers  “prudent  modest 

but  determined". The  government  has  made 
little  attempt  to  disguise  the 

instrument’s  limitations.  As 
the  bill's  preamble  spells 
out  it  intends  to  limit  the 

opening  of  the  market  to  the minimum  threshold  fixed  by 

the  directive  -   about  26  per 
cent  for  1999.  This  means 
about  400  customers  whose 

annual  electricity  consump- 

tion exceeds  40GWh  should 

be  free  to  choose  their  elec- 
tricity supplier  once  the  bill 

becomes  law. 

In  another  much-criticised 

proposal,  EdF  stands  to  be 
entrusted  with  the  manage- 

ment of  the  public  network 
through  which  electricity  is 

transported,  the  national 
grid,  hence  remaining  an 
integrated  company. 

One  prospective  competi- 
tor has  likened  this  bo  allow- 

ing an  airline  to  managp  the take-off  and  landing  slots  at 

an  airport  But  government 
officials  argue  the  technical 

ability  to  do  the  job  exists 
only  within  EdF.  They  say 

the  planned  regulatory  com- 
mission will  be  vested  with 

enough  powers  to  safeguard 
the  system’s  credibility. 
EdF  officials  argue  it 

would  not  be  in  the  compa- 
ny's interest  to  do  anything 

that  might  give  rise  to  suspi- cions that  it  was  abusing  Its 

position.  “It  is  absolutely  not 
to  the  interests  of  EdF  that 

people  should  imagine  that 
this  law  has  been  drawn  up 

exclusively  to  protect  EdF." says  Franpois  Roussely,  the 

chairman. 

Another  unwelcome  conse- 

quence of  France’s  cautious 
approach  is  that  there  is  set 
to  be  an  awkward  interim 
■period  between  February  19. 

when  member  states  must 

begin  opening  their  electric- 
ity markets,  and  the  date  the 

French  law  comes  into 
effect  Government  officials 

hope  this  gap  can  be  kept  to 
a   minimum,  but  Mr  Bataille 
sees  October  as  the  most 

likely  month  for  the  bill  to 

be  passed. 

As  things  stand,  it  appears 

only  the  biggest  consumers 
-   those  using  lOOGWh  or 

more  a   year  -   can  exploit 
full  benefits  of  liberalisation 
from  wbat  is.  In  theory,  the 

first  day  of  the  new  regime 

on  February  20.  Those  con- 
suming 40-99  GWh  may  be 

kept  waiting  until  near  the 

Start  Of  the  new  millpnmTOP. 

Exchange  rate 
plans  shape  up 
as  early  test 

Economic  indicators  for  aaro-11  countries 

EGB  watch 

By  Wolfgang  MOnchau In  Frankfurt 

Next  Saturday’s  Group  of 
Seven  meeting  in  Bonn  will 

be  preoccupied  with  Euro- 
pean proposals  for  an 

exchange  rate  policy  for  the 
euro,  the  dollar  and  the  yen. 
France,  Germany  and 

Japan  are  the  main  advo- 
cates of  a   policy  to  counter- 

act excessive  exchange  rate 
movements,  while  the  US 

administration,  the  Federal 

Reserve  and  the  European 
Central  Bank  are  implacably 

opposed. 

Does  the  ECB  have  a   for- 
mal role  in  this  process? 

Wim  Duisenberg.  president 

of  the  ECB.  said  he  would 
attend  the  G7  meeting  to 

argue  against  an  exchange 

rate  policy.  He  warned  that 
formal  exchange  rate  hands 
were  neither  workable  nor 

consistent  with  tbe  ECB’s price  stability  goal. 
This  view  is  shared  by  a 

large  majority  of  central 
bankers  in  Europe  and  the 
US.  Their  main  argument  is 
that  a   central  bank  can 

either  pursue  a   domestic 

price  stability  target  or  an 

external  exchange  rate  tar- 
get, but  not  both  at  the  same 

time.  At  some  point  down 

the  line,  a   policy  conflict 
would  be  Inevitable. 

The  Maastricht  Treaty,  tbe 

Amsfinnf I   •   IM  to  Mkk watt*  Mr  KHtss  tr  1995 and  IS®  we  nedBtaltaMttti  awBfe'MM .   ..  -   .   .rtsutftetMos 

legal  framework  for  the 

euro,  puts  finance  ministers, 
and  not  the  ECB,  in  charge 

of  an  exchange  rate  policy.  It 

distinguishes  between  for- mal arrangements,  such  as 

target  zones,  • which  require 
unanimity  among  ministers, 

and  less  formal  arrange- 
ments that  would  require 

only  a   qualified  majority 

vote.  A   less  formal  arrange- 
ment could  Include  a   unilat- 

eral policy  to  intervene 
whenever  the  euro  is  deemed 

to  be  too  strong  or  too  weak. 
Tbe  ECB  does  have  the 

right  to  be  consulted  in  this 
process,  but  it  is  difficult  to 
conceive  of  any  situation  in 

which  the  ECB  would  sup- 

port a   formal  exchange  rate 

policy  regime,  irrespective  of 
haw  suCh  a   policy  is  formu- 

lated. Consensus  is  therefore 

unlikely.  If  the  ministers 

decided  to  go  ahead  with  an 

exchange  rate  regime  regard- 
less, the  ECB  would  have  no 

legal  redress. 

What  the  ECB  might  he 
able  to  do  is  to  sabotage  the 

process  later  on.  T be 
exchange  rate  policy  for  the 

euro,  therefore,  marks  a   crit- 
ical test  of  bow  well  govern- 

ments and  the  ECB  will 

co-operate  under  economic 

and  monetary  union. 
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STABILITY  PACT  GROWTH  F0RECASTS  GUT 

By  James  Bltz  to  Rome 

The  Italian  government's hopes  of  sticking  to  Its  bud- 

get stabffityprogramme  suf- fered a   setback  .yesterday 

after  it  was- reported  that 

Italy's  industrial  production' 
in  December  had.faUen  by.  a 

seasonally  adjusted  6.1  per  - cent  on  the  previous  month! 
-   The  sharp  fall  tn  produc- 

tion was  strongly  Influenced 

by  technical  factors,  includ- 

ing the  gmaUar  number  of 
days  worked  by  employees' in  tim  Christmas  mouth.  But 

economic  analysts  had  been 
forecasting,  at  the  very 

worst,  a   drop  of  1.2  par  cent 
in  the  December  figure. 

On'  hearing  of  the  unex- 
pectedly steep  drop,  many 

economists  immediately 
revised  down  their  forecasts 

for  economic  growth  for 
both.  199B  and  199ft “Whatever  the  technical 

factors,  the  figure  ,   shows 

that  employers  last  month 
had  very  low  expectations  of 
demand  and  simply  shut 

down  when  they  could,”  said 
fiarla  Fomari,  economic  ana- 

lyst at  J.P.  Morgan  in  Milan. 
"For  the  government  to  meet 

its  fiscal  goals  in  1999.  there 
will  now  have  to  be  a   very 

significant  acceleration  in 

growth  In  the  second  half  of 

»Mb  year." Some  Italian  economists 
warned  that  the  December 

figure  could  be  “anomalous". Italy’s  industrial  output  data 

has  proved  notoriously  vola- tile in  the  past  Several  said 

they  ,   would  wait  to  see 
rtefariig  of  forthcoming  Ital- 

ian business  confidence  indi- 
cators for  February  before 

coming  to  a   firmer  judgment 

on  the  data.  .-  . 

.   But  yesterday’s  figure  was 

the  worst  month-on-month :   drop  in  industrial  'output 
-since  August  1992.  Both  J*P- 

Morgan. and  Deutsche  Bank, 
in  Milan  reduced  their  1998 
growth  forecasts  from  1.5  per 

cent  to  1.4  per  cent  as  a 

.result 
Banca  Commerdale .   Ital- 

ians revised  Its  forecast  for 

1999  growth  from  1.9  per 
-   cent  to  1.7  per  cent  . 

Yesterday's  figure  will 
•come  as  a   disappointment  to the'  Italian  government r 

which  has  already  come 
-   under  sharp  criticism  from 
-   the  European  Commission, 

the  European  Union's  execu- tive arm,  for  basing  its  proj- 
ected reform  of  public 

fliMni’wi  on  overly  optimistic 

economic  forecasts.  ' 
The  Italian  treasury  is  still 

officially  forecasting  that 

growth  this  year  will  be  2.5 

per  cent  and  has  .   told  .-Brus- sels it  will  revise  this,  figure 

down  in.  May,  when  it  pub- 
lishes a   three-year  economic 

plan 

The  Treasury  continues  to 

forecast  that  Italy’s  budget deficit  will  be  2   per  cent  of 

gross  domestic  product  to 

1999.  But  yesterday's  data will  compound  fears  that 
lower  growth  will  mean lower  tax  receipts,  leaving 

the  final  budget  deficit  fig- 
ure for  this  year  somewhat 

wide  of  the.  mark. 
.There  is  no 'concern,  that 

Italy  would  overshoot  the 

EU  stability  pact's  3   per  cent 
celling.  But  Italy  hay  made  a 

firm  commitment  to  Its 

European  partners  that  It will  have  a   budget  deficit 

that  is  1   per  cent  of  GDP  in 
2001,  end  thin  could  be -diffi- 

cult to  achieve. 

NEWS  DIGEST 

STATE  HEALTH  IMTIATIVE 

First  anti-tobacco  lawsuit 

planned  in  France 
The  local  branch  of  a   state  health  insurance  programme  in 

France  said  yesterday  it  planned  to  file  suit  against  ciga- 
rette manufacturers,  claiming  they  were  responsible  for 

hundreds  of  deaths.  The  lawsuit  would  be  a   first  in  France,- 
where  smoking  remains  widely  tolerated  and  socially 
acceptable. 

The  board  of  the  social  security  office  tn  Saint-Nazaire,  a 

shipbuilding  city  hear  Nantes,  said  in  a   statement  ft  woufd 
sue  cigarette  manufacturers  for  damages  and  interest,  ft 
cited  “several  hundred  deaths,  including  premature 
deaths”  caused  by  the  effects  of  smoking. 

.   French  tobacco  officials  efismissed  the  action  as  ‘a  local 
attempt  to  apply  American  judicial  concepts  mid  proce- 

dures". “It’s  totally  different  in  France,"  said  a   statement 
by  the  Centre  of  Documentation  and  Information  on 
Tobacco,  claiming  that  dear  warnings  about  the  danger  of 
smoking  had  been  printed  on  cigarette  packs  for  more 
than  20  years. 

The  Saint-Nazaire  social  security  office,  known  as  the 

Caisse  Primalred ’Assurance  Maladie,  did  not  specify 
which  tobacco  companies  would  be  targeted,  but  it  was 

expected  to  announce  further  details  today.  French 

tobacco  companies  are  state-run.  AP,  Nantes 

ECONOMIC  AND  MONETARY  UfflON 

Greenland  considers  euro 
GreentancfspofftfcaJ  parties  have  made  dear  that  their 

country,  which  enjoys  limited  home  rule  under  Denmark, 
may  want  to  switch  to  the  euro  if  Copenhagen  decides  to 
join  European  economic  and  monetary  union. 

The  comments  were  made  In  the  run-up  to  Greenland’s 
parliamentary  elections,  which  were  held  yesterday.  The 

rufing  Social  Democrats  were  set  to  remain  the  largest  sin- 

gle party,  although  earty  results  indicated  they  could  expe- rience a   big  fall  in  support. 

'   Greenland  was  colonised  by  Denmark  more  than  250 

years  ago  but  has  had  home- rule  since  1979.  It  left  the 
then  European  Community  in  January  1985. 

“If  It  is  decided  an  a   referendum  that  Denmark  should  be 

tn  the  euro,  I   think  we  wffl  follow  Immediately,”  said  Jona- 
than Motzfeldt,  prime  minister  and  leader  of  the  Social Democratic  party. 

Danish  finance  ministry  and  central  bank  spokesmen 
said  it  would  be  difficult  but  far  from  Inconceivable  for 

Greenland  to  participate  in  the  euro  as  a   non-EU  member. 
Poul  Nyrup  Rasmussen,  the  Danish  prime  minister,  has 

said  that  Denmark  will  hold  a   national  referendum  on  join- 
ing the  euro  in  due  course.  Reuters,  Nuuk 

SUPPORT  FOB  OCALA)?   

Protester  sets  himself  ablaze 
A   protester  set  himself  ablaze  outside  the  Greek  parlia- 

ment yesterday  during  demonstrations  in  favour  of  grant- 
ing political  asylum  in  Greece  to  Abdullah  Ocalan,  the 

Kurdish  rebel  leader.  The  demonstrator  suffered  serious 

bums  to  the  face  and  hands. 
Greece  has  refused  to  offer  political  asylum  to  Mr  Oca- 

Ian, -emphatically  denying  reports  he  spent  time  In  Greece 
earfier  this  month  after  being,  turned  away  from  the  Nether- 

lands. Mr  Ocaian’s  Kurdistan  Workers’  party,  or  PKK,  has 

been  fighting  Turkish  forces  since  1984  for  autonomy  fri 
south-eastern  Turkey.  More  than  37,000  people  have  been 

killed  fri  foe  conflict. 

Turkey  wants  Mr  Ocatan’s  extradition  for  trial  on  terror- 
ism charges,  which  com  lead  to  the  death  penalty.  Mr 

Ocalan’s  whereabouts  are  currently  unknown.  ’ 
A   Greek  government  spokesman  said  that  Greece,  along 

with  other  European  Union  countries,  was  particfcatlng  in 

“diplomatic  activity  In  order  to  find  a   solution. . .   to  the 

issue  concerning  the  safeguarding  of  the  Kurdish  leader’s 

life  and  dealing  wife  the  Kurdish  issue”.  Reuters,  Athens 

r;V. 
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Romanian  court  sentences 

miners’  leader  to  18  years 

e 

By  Joe  Cook  in  Bucharest 

The  miners’  leader  who  last 
month  led  a   10,000-Etrong 
march  on  Bucharest  and 
once  spearheaded  riots  that 
forced  a   prime  minister  from 
office  was  yesterday  handed 
an  18-year  jail  sentence  by 
Romania’s  supreme  court 
Miron  Cozma  was  con- 

victed tor  undermining  the 
state's  authority,  a   charge 
arising  from  his  role  in  the 
miners'  riots  in  1991. 
While  many  in  Romania 

win  welcome  the  decision, 
there  is  a   fear  that  Mr 
Cozma  will  try  to  cast  him- 

self as  a   martyr  in  the  hope 
that  miners  will  rally  round 
him  once  again, 

Romanian  television 
reported  last  night  that  he 

had  gone  into  hiding'. 
Less  than  a   week  ago.  Mr 

Cozma  threatened  ■   to  call 
another  miners'  strike,  a 
move  that  could  both  chal- 

lenge the  government  politi- 
cally and  affect  public 

finances  at  a   sensitive  time. 
This  week  the  Interna- 

tional Monetary  Fund 
arrived  in  Bucharest  to  open 
negotiations  with  the  gov- 

ernment over  a   new  loan 
agreement.  A   deal  with  the 

IMF  is  vital  to  Romania’s 
efforts  to  avoid  defaulting  on 
the  S2.9bn  of  foreign  debt 
service  payments  due  this 

year. 

.   In  reaching  its  decision, 
the-  supreme  court  reversed 
the  ruling  of  a   lower  court 
which  last-  year  reduced  the 
charges  against  Mr  Cozma  to 

public  order  violations  and 
sentenced  him  to  18  monthc 
in  prison.  He  appealed 
against  the  sentences. 

remaining  at  Iffierty. ' But  Mr  Cozma-  cannot 
appeal  against  the  supreme 
court's  sentence  because  of 
the  nature  of  the  .charge  of 
undermining  the  authority 
of  ffie  state.  He  is  liable  to. 
immediate  arrest 

Last  month’s  march  on 
Bucharest,  in  which  at  least 
120  people  were  injured,  was 

the  filth  miners’  disturbance 
led  by  Mr  Cozma.  In  1990 
and  1991  he  led  coalminers 
on  violent  rampages  through 
Bucharest  which  left  several 

people  dead.  ' 

During  the  events  in  1991 
which  brought  about  yester- 

day’s ruling,  miners  invaded 
Parliament;  set  government 

buildings  on  fire  and  forced 
Petre  Roman,  who  was  then 
prime  minister,  out  of  office. 
Mr  Cozma  and  hia  miners 

called  off  last  month's  march 

on  the  capital  after  tanks 
and  troops  were  deployed  to 
prevent  their  advance  and 

Radu  Vasfle.  the  prime  min- 

ister. agreed  to;  hold  talks 

with  Mr  Cozma.  ‘ 
The  mareji  was  held  to 

protest  against  IMF-backed 
government  plans  to  close 
140  lossmaking  coal  and 
other  mines  and  to  support 

of  a   35  per  cent  pay  rise. 
Mr  Cozma’s  may 

also  be  dented  by  the  sus- 
pension from  parliament  of 

Vadim  Tudor,  one  of  his 

chief  political  allies  and  the 
leader  of  the  extreme  nation- 

alist Greater  Romania  party. 

Mr  Tudor  was  suspended 
for  making  allegations  about 
the  private  life  of  President 
Biwil  fVm  gt  an +iwpg/-ii  rn  an 
"open  letter"  to  Mr  Cozma 
and  his  miners  days  before 
they  set  off  for  Bucharest Mron  Cozma  faces  striking  miners  test  month  but  has  I i   sentenced  for  Ms  rote  in  the  riots  of  1991 

RUSSIAN  FINANCE  FYODOROV  SLAMS  MANAGEMENT  OF  IMF  FUNDS 

Handling  of  central 
#   bank  reserves  attacked 

S'i.i 

$ 
bacco  laws: 
:rance 

By  JohnThomha  and 
Andrew  Jack  in  Moscow 

Boris  Fyodorov,  Russia’s 
former  finance  minister,  yes- 

terday criticised  the  way  the 
central  bank  had  managed 
its  hard  currency  reserves  - 
including  International  Mon- 

etary Fund  monies  -   as  far 
back  as  1992. 

ms  comments,  which  fol- 

low this  month's  revelations 
about  how  Russia's  central 
bank  channelled  hrninne  of 
dollars  through  an  obscure 

Jersey-based  fund  manage- 
ment company  called 

Fimaco,  could  pose  a   fresh 
embarrassment  for  the  gov- 

ernment as  it  attempts  to 
strike  a   new  deal  with  the 
IMF. 

Separately,  Sergei  Alek- 
sashenko, the  former  first 

deputy  chairman  of  the  hank 
from  1992-94,  confirmed  that 
as  much  as  fSObn  could  have 

passed  through  Fimaco's accounts  with  transfers  to 
and  from  Moscow  amounting 
to  as  much  as  $100m  s   week. 

But  he  fiercely  denied  the 

prosecutor  general’s  accusa- tions that  the  central  bank 
had  acted  improperly  and 

said  there  had  been  no  leak- 
age of  capital  from  the  sys- 
tem. “All  the  sums  that  went 

through  Fimaco  were 
returned  to  the  central  bank 

down  to  the  last  kopeck,”  he said. 

Mr  Fyodorov  said  that 
soon  after  becoming  finance 
minister  in  December  1992 

he  had  questioned  Victor 
Gerashchenko,  the  central 
bank  chairman,  about  a 

$500m  transfer  to  Eurobank, 

the  central  bank’s  Paris- 
based  subsidiary  which  ran 

the  Fimaco  fund.  “I  was  told 
it  was  placed  to  the  west 
with  the  help  of  a   Paris- 
based  bank.”  He  added  that 
he  understood  the  invest- 

ment “was  losing  money". 
The  former  finance  minis- 

ter said  he  then  questioned 
the  terms,  instruments  and 
currency  structure  of  the 
investments  but  did  not 
receive  a   satisfactory  reply. 

“When  I   was  finance  minis- 

ter 1   had  huge  trouble  find- 
ing out  anything  about  what 

Mr  Gerashchenko  was 

doing,”  he  said. 
In  an  interview  with  the 

FT,  Mi*  Fyodorov  suggested 
the  centra]  bank  might  have 

been  giving  business  to  its 
subsidiary  banks  without 
seeking  the  best  deal  for  the country. 

“It  was  a   good,  nice,  crony, 
friendly  way  of  making  some 

commissions,"  he  said.  “If 
you  allow  your  friends  based 
in  Paris  to  form  a   company 
and  channel  relatively  large 

flows  through  it  and  collect 

a   certain  commission  on  it  . - 
say  one-tenth  of  1   per  cent, 

or  .   even  one-hundredth  of- 
one  per  cent  -   then  those 
billions  of  dollars  can  earn 
millions. 

“The  prosecutor  general’s 
office  should  check  whether 
these  commissions  were 

returned,”  he  said. 
In  an  interview  published 

on  a   Russian  political  web- 
site, Mr  Aleksashenko 

argued  the  central  bank  had 
had  few  qualified  staff  to  run 
its  hard  currency  reserves 
uhtQ  1995 r   explaining  why  it 

had  partly  contracted  'out their  management.  But  he 
said  the  central  hank,  fyid 

only  paid  a   “minimal  com- mission” to  Fimaco. 
“All  this  income  of  Fimaco 

was  included  in  Eurobank, 
which,  correspondingly, 
became  the  property  of  the 

central  bank,”  he  said. 
“There  were  absolutely  no 

leaks  of  capital,  amt  there 
were  absolutely  no  personal 

accounts  in  question,”  he 

said.' 

•   Victor  Chernomyrdin, 

Russia's  former  prime  minis- 
ter. confirmed  yesterday  that 

he  would  become  a   govern- 
ment representative  on  the 

board  of  Gazprom,  the  giant 

gas  monopoly  he  used  to 
rim.  ’T  am  not  a   bad  gasman 

and  I   remain  a   gasman,"  he said.  Mr  Chernomyrdin  said 

he  was  also  prepared  to  rep- 
resent Russia  to  talks  with 

the  International  Monetary 
Fund  in  an  attempt  to  win 
fresh  credits.  His  remarks 

follow  criticisms  of  the  way 
Yuri  Maslyukov,  the  first 

deputy  prime  minister  in 
charge  of  the  economy,  has 
handled  the  ongoing  talks 
with  the  fond. 

During  hl«  timp  as  prime 
'minister,  Mr  Chernomyrdin 
was  attacked  for  giving  priv- 

ileged treatment  and  tax 

breaks  to  Gazprom,  Russia’s richest  company.  But  it  is 
also  widely  believed  to 
Moscow  that  during  his  time 
to  office  Mr  Cherhomyrdto 

developed  a   personal  chemis- 
try with  Michel  Camdessus, 

the  head  of  the  IMF,  helping 

to  win  Russia  $l9bn  of  finan- 
cial support  from  the  Fund. 

Slow  car  sales  figures 
mask  national  demand 
By  Haig  Stmonton, 
Motor  industry  Correspondent 

sisters  euf0  % 

% 

Almost  static  sales  of  new 
cars  in  western  Europe  last 
month  masked  sharp 
national  differences  as  falls, 

in  demand  in  the  UK  and 

Italy  all  but  .offset.growth  in 
Germany  and  France. 
Overall  sales  in  the  18 

countries  monitored  by  the 

European  Automobile  Manu- 
facturers’ Association  rose 

by  just  0.2  per  cent  year  on 
year,  with  demand  rising  to 
13  of  the  markets  tracked. 
UK  car  registrations  fell 

tor  nearly  22  per  cent  year  on 
year  as  the  advent  of  twice 
yearly  registration  prefix 
changes  gMftpd  demand  pat- 
terns. 
Under  the  old  system, 

where  the  prefix  changed. to 
August  each  year,  January 
was  file  second  most  popular 
month  for  sales.  A   move  to 

twice  yearly  changes  in 

March  '   and  September 

appears  to  have  combined' with  underlying  concerns 

about  the  economy  to  deter 
British  buyers  from  purchas- 

ing new  vehicles  last  month. 

Sales,  in  Italy  fell  by- 
almost  15  per  cent.  The 
.decline  was  exaggerated  by 

comparison  with  January 
1998,  the  last  month  of  an. 
incentive  scheme  to  buy  new 

cars. 
The  decline  in  Italian 

demand  ■was  reflected  to  a 

much  weaker  European  mar- 

ket share  for  Fiat,  the  Italian 

market  leader.  Registrations 

of  Fiat  group  cars  dropped 

by  nearly  20  per  cent 
The  relative  strength  of 

the  French  and  Gennan.  mar- 

kets benefited  carmakers  in- 

both,  countries.  Renault's registrations  rose  by  almost  . 

12  per  cent  on  the  hack  of  a 

vibrant  home  market  and 
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demand  for.  new  models. 

Germany’s  Volkswagen 

group-recorded  the  strangest 
performance,  continuing  to 

consolidate  its  potion  as 

Europe's  market  leader. 

Telefonica  takes  grievance  to  EU 
By  Tom  Bpms  in  Madrid 

Juan  Villalonga,-  the chairman  of  Telefonica,  yes- 

terday personally  com- 
plained to  the  European 

Union’s  competition  authori- 
ties in  the  latest  move  to  a 

worsening  dispute  between 

Spain’s  former  telecommuni- 
cations monopoly- and  the 

Spanish  government 
Telecommunications  liber- 

alisation formally  took  place 
throughout  the  EU  last  year. 
But  Telefonica  says  it  has 

been  left  at  a   disadvantage 

by  the  government’s  unwill- ingness to  countenance 
increases  in  local  charges. 
In  1997.  local  calls 

accounted  for  about  66  per 

cent  of  Telefonica’s  line usage  in  Spain  but  only  10 

per  cent  of  its  revenues. .   In 
contrast,  long  distance  and 
international  calls  repre- 

sented same  24  per  cent  of 

Telefonica’s  Spanish  traffic 
that  year  and  about  42.5  per 
cent  of  its  earnings. 

The  imbalance  is  largely 

the  legacy  of.  strict  regula- 
tory guidelines  which  for 

years  meant  Teleffinica  had 
to  subsidise  local  calls  and 
line  rentals  with  long  dis- 

tance and  international 

calls. But  the  Spanish  govern- 
ment was  unwilling  to  rebal- 
ance tariffs  to  the  run-up  to 

deregulation  because  of  the 
inflationary  impact  of  any 

price  increase  in  local  calls. . 
At  the  time,  the  government 
was  concerned  with  inflation 

figures  in  order  to  meet  cri- 
teria to  join  the  single  Euro- 
pean currency. 

By  December  last  year, 

when  Spain’s  domestic  tele- communications sector  was 

fully  deregulated,  rebalanc- 
ing had  become  such  a   mat- ter of  urgency  for  THefonica 

that  the  company  sent  a   for- mal letter  alleging  unfair 

practices  to  Brussels. 

Mr  Villalonga  felt  it  neces- 
sary to  raise  the  issue  per- 

sonally before  the  EU's  com- petition authorities. 

The  failure  to  rebalance 

tariffs  has  left  Telefonica's 
long  distance  business 
severely  exposed  to  competi- tion from  new  entrants  able 
to  offer  substantially 
cheaper  telephone  charges. 
Telef6nica  lost  10  per  cent  of 

its  international  caller  mar- 
ket last  year  to  Rete vision,  a 

second  carrier  which  was 

launched  by  a   Telecom  Ital- ia-led consortium  scarcely  12 
months  ago. 

“That  is  an  unheard-of 
market  share  for  an  operator 

that  has  just  started  up," said  Javier  de  la  Pinto,  Tele- 
fonica’s senior  executive  for 

regulatory  affairs.  “Mercury in  the  UK  took  roughly  four 

years  to  achieve  the  busi- 
ness quota  that  Retevisibn 

has  gained  in  one." 

Mr  Villalonga  was  thought 

likely  to  point  out  that France  Telecom,  a   similar 
former  monopoly  provider, 
was  authorised  to  raise  its 

subscription  charges  sub- stantially last  week.  The 
move  has  allowed  the 
French  operator  to  lower  the 
cost  of  its  international  calls 

by  10  per  cent. 
In  contrast,  Telefonica 

cannot  slash  prices  for  its 

long  distance  and  interna- tional users  because  Mad- rid's regulator  has  only 
allowed  a   marginal  increase 
in  line  rental  fees. 

VW  group  sales  surged  by 
17.5  per  cent,  pushing,  its 

European  market  share  to 
- 195  per  cent  -   up  by  almost 

3   percentage  points  com- 
pared with  January  1996. 
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CURRENT  ACCOUNT  RECORD  EXPORTS  RISE  SLIGHTLY  □   INVESTMENT  ABROAD  FALLS 

Japan  surplus  grows  as  imports  fall 
By  Jutie  Hess  in  Tokyo 

Japan's  current  account 
surplus  rose  to  a   record 
Yl5,86lbn  ($l39bn)  in  1998, 

38.7  per  cent  up  from  a   year 
earlier  and  the  highest  since 
1985  when  data  began  being 
collected  under  the  current 
calculation  method. 

The  trade  surplus  for 

goods  during  the  year  was 
Y15990bn.  up  299  per  cent 

year-on-year,  with  both 
imports  and  exports  declin- ing. 

Imports  fell  1L7  per  cent 
because  of  the  poor  state  of 
the  Japanese  economy. 

Exports  decreased  19  per 

cent,  mainly  because  of  tbe 

sharp  drop  in  shipments  to 

Asia.  Exports  to  Asia  were 
down  17.9  per  cent,  but 

rose  9 2   per  cent  to  the  US 
and  179  per  cent  to  Europe. 

The  December  figures,  also 

released  yesterday,  showed  a 

13.3  per  cent  increase  in  the 
current  account  surplus  to 
Yl,460bn  and  a   109  per  cent 
increase  in  the  trade  surplus 

for  goods  to  Yl960bn. 

The  capital  and  financial 
account  recorded  a   small  net 
inflow  for  the  first  time  in 

almost  three  years,  because 

of  a   large  decrease  or  Japa- 
nese investments,  mainly 

loans  and  deposits,  made 
abroad. 

Opinions  remained  divided 
on  the  future  direction  of  the 

current  account  surplus. 

Signs  of  cheer 
point  to  end  of 
debt  nightmare 
By  GHSan  left  In  Tokyo 

Hakuo  Yanagisawa.  Japan’s 
minister  in  charge  of  finan- 

cial reform,  sat  in  a   freshly 
decorated  office  in  a   Tokyo 

skyscraper  yesterday  and 

grinned. 
"Japan's  bad  loan  prob- 

lems for  tbe  largest  banks 
will  be  completely  resolved 

soon,"  be  declared  cheer- 
frilly.  in  the  suite  that  two 
months  ago  became  the 

headquarters  of  the  Finan- 
cial Reconstruction  Commit- 

tee (FRO,  a   new  government 
body  formed  to  implement 

banking  reform.  “We  are 

making  progress." 
Six  months  ago,  the  mar- 

kets might  have  dismissed 
such  optimism  as  empty 

talk.  This  week.  Mr  Yanagi- 

sawa's  cheer  is  becoming  a 
little  more  infectious. 

After  the  FRC  declared  on 

Friday  that  the  largest 

banks  had  "voluntarily" 
asked  for  Y7,450bn  ($65bn)  of 

public  funds  to  expand  their 
capita]  bases,  bank  shares 

rallied  1.2  per  cent  yester- day. 

More  striking  still,  some 
western  hanks  which  were 

fierce  critics  of  Japan's 
botched  attempts  at  banking 

Peter  Morgan,  economist  at 

HSBC,  said:  "The  seasonally 
adjusted  three-month  mov- 

ing average  of  the  current 
account  surplus  fell  further 

to  Y1910bn,  the  lowest  level 
in  five  months. 

“This  increases  tbe  likeli- 
hood that  the  surplus  has 

peaked.” 

Russell  Jones,  economist 

at  Lehman  Brothers,  dis- 

agreed: “The  change  in  the 
current  account  balance  will 

remain  reasonably  flat  from 
now  on.  as  the  public 
demand  will  support  imports 

and  tbe  impact  of  the  stron- 
ger yen  will  be  felt  on 

exports. 
“However,  the  current 

account  surplus  will  remain 

at  a   worrying  level,  reaching 

39  per  cent  of  GDP. 
“When  public  expendi- 

tures start  to  decline,  the 

private  demand  will  not  be 
sufficient  to  make  up  for 

them.” 

Mr  Jones  thought  that  tbe 

development  of  the  US  econ- 
omy would  be  crucial  hr  the 

level  of  pressure  exerted  by 

the  Americans  on  the  Japa- 
nese to  stimulate  their 

domestic  economy. 
In  December,  overall 

imports  into  Japan  fell  by  23 

per  cent,  highlighting  once 
more  that  domestic  demand 

is  still  far  from  recovering. 
The  weak  nature  of 

Japan's  economy  was  under- 
lined yesterday  by  data 

showing  the  amount  of  total, 

debts  among  companies  fil- 

ing for  bankruptcy  in  Janu- 
ary- 
Total  debts  reached -a 

record  high  with  an  increase 

of  99  per  cent  to  Y7513bn,. 

the  private  credit  research 

agency  Teikoku^  Databank 

reported. 
The  number  of  corporate 

bankruptcies  fell  33.2  per 

cent  to  1.003  cases,  the  third 
consecutive  month  of 

decline.  However,  Telkoku 

said  the  Improvement  would 
only  he  temporary,  given 
that  the  expansion  of 

public  loan  guarantees  since 
last  October  was  the  main 

reason  for  the  fall  in  bank- 

ruptcies. 

Keeping  an  eye  on  the  banks 
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reform  last  year  have 

greeted  the  plans  with  plea- 
sure. Brian  Waterhouse,  ana- 

lyst at  HSBC  Securities,  the 

European  investment  bank, 

said:  “With  the  government 
injecting  substantial  funds 
to  recapitalise  the  sector,  the 

debt  nightmare  is  coming  to 

an  end." 

This  uncharacteristic  opti- 
mism stems  from  two  fac- 

tors. One  is  the  sheer  size  of 

the  Y60,000bn  in  funds 
which  the  FRC  now  has  at 

its  disposal:  in  addition  to 
some  Y25.000bn  that  can  be 

injected  into  the  banks'  capi- tal base,  the  FRC  can  also 
use  up  to  Y18,000bn  to 
nationalise  weak  banks. 
But  the  second,  more 

Important,  shift  is  that  the 
government  seems  more 
determined  to  face  up  to  tbe 

scale  of  Japan's  eight-year- 
old  banking  problems.  Mr 

Yanagisawa,  S3,  a   former 
financial  bureaucrat  and 
now  a   politician,  is  proving 

unexpectedly  pugnacious  in 

pursuing  this  agenda. 
Though  many  of  the  banks 

have  been  reluctant  to  apply 

for  funds,  the  FRC  has  pri- 
vately threatened  in  recent 

weeks  to  declare  some  Insol- 
vent if  they  do  not 

Sma  Ottasteavar 

Mr  Yanagisawa  is  insisting 
that  the  amount  requested 

by  each  bank  must  not  only 
be  sufficient  to  write  off  its 
remaining  bad  loans,  but 
also  cover  the  hidden  losses 

on  its  equity  portfolios. 
He  has  also  demanded  that 

the  hanks  submit  detailed, 

credible  restructuring  plans 
before  receiving  the  cash. 

This  stance  has  already 

led  to  a   flurry  of  mergers 
and  alliances,  and  prompted 

several  large  hanks  such  as 
Dalwa  to  announce  their 
withdrawal  from  overseas 
markets. 

But  the  FRC  has  warned 
that  some  hanks  will  need  to 

take  even  more  radical  steps. 

Though  Mr  Yanagisawa 
refuses  to  comment  on  any 

individual  banks,  he  insists: 

“We  will  be  monitoring 

closely  the  restructuring 

plans”  in  the  weeks  ahead. 
It  remains  to  be  seen 

whether  this  “restructuring'' will  prove  as  sweeping  in 

practice  as  it  sounds  in  the- 
ory. Mr  Yanagisawa  admits 

there  are  “some  possible" risks  that  more  bad  loans 

could  emerge  in  the  system 

because  of  the  current  eco- 
nomic slowdown,  or  prob- 

lems in  overseas  markets 

such  as  China. 
However,  be  acknowledges 

that  tbe  capital  injections  do 

not  provide  any  guarantee 
that  the  banks  will  become 

competitive  again  soon. 
“There  are  several  difficul- 

ties; one  of  them  is  how  to 

get  rid  of  the  bubble-era 

problem  loans." 

It  remains  unclear  exactly 
how  these  funds  will  be 

injected  into  the  banks.  Tbe 
banks  themselves  want  to 
issue  nonconvertible  bonds, 

to  avoid  any  dilution  of  their 
shares. 

But  the  government  is 

pressing  some  banks  to  issue 
convertible  preference 

shares,  which  could  be  sold 
after  two  years. 

But  after  eight  years  of 

ignoring  the  scale  of  the 
hanking  problems,  the  emer- 

gence of  this  type  of  nitty- 
gritty  debate  is  encouraging. 
Mr  Yanagisawa  may  have 

to  wait  a   while  until  tbe  out- 

side world  shares  his  opti- 
mism. But  bis  activities  may 

yet  provide  one  of  the  few 
signs  of  real  reform  In  Japan this  spring. 

powers  rattles  investors  in  HK 
Rahul  Jacob  reports  that  Hong  Kong’s  legal  officials  have  been 
told  that  a   ruling  of  its  highest  court  'must  & /reeled’ : 

sayingTbeLaw  is  above  the 

Standing  Committee',”  says 
Martin  Leer  who  heads  - the 
Democratic  -party.  Hong 
Kang's  leading  political 
.party.  .   ..... 

In  fact,  the  court  in  its  rul- 

ing goes  to  some  length  to 
say  Its  autonomy  is  author- ised by  the  NPC  and  that  its 

powers  bo  interpret  the  law 

Hong . Kong’s  future  has 

long  rested  on  a   contra-  - diction.  The  territory 

has  a   constitution,  the- Basic 

Law,  in  which  China  alter- 

nately assarts  its  sover- . eignty  over  Hong  Kong  and 

at  tbe  same  time  promises  it 
“a  high  degree  of  auton- 

omy”. 

Hong  Kong's  secretary  for justice,  Elsie  Leung;  had  the 
thankless  task  over  the 

weekend  of  urgently  resolv- 

ing that  contradiction  after  a 

ruling  by  Hong  Kong's  Court of  Final  Appeal  that  reaf- 

firmed: tbe  local  judiciary's 
independence  drew  sharp 
criticism  from  Chinese  offi- 

cials last  week. 
At  the  beginning  of  her 

two-day  visit  to  Beijing,  Ms 

Leung  said  she  did  not 
intend  to  change  minds,  but 

merely  to  explain  the  differ- 
race  between  Hong  Bong’s 
and  China's  legal  systems.  It 
was  a   disturbingly  modest 

goal,  given  the  necessity  of 
defusing  the  most  serious 
row  between  China  and 

Hong  Kong  since  it  revested to  Chinese  rule  in  July  1997. 
But  even  Ms  Leung  must 

be  disappointed  at  having 

returned  empty-handed.  She 

saig  Chinese  officials 

The  possibility that  Beijing  may 

limit  the  court’s 
jurisdiction  has  - 
drawn  statements 
of  concern 

believed  passages  of  the  rul- ing were  contradictory  to  the 
Basic  Law  and  wanted  the 

ruling  “rectified". 

The  now  increasingly  real 

possibility  that  Beijing  will 

limit  the  jurisdiction  of 

Hong  Kong's  highest  corn! 
had  already  drawn  state- ments of  concern  last  week 
from  both  the  US  and  British 

governments  and  the  local 

American  Chamber  of  Com- merce. 

The  Court  of  Final 

Appeal’s  ruling,  late.  last  .   , 

month  gave  mainland  cfrfl-  ' 
dren  tbs  .right  of  .abode  In  - 
the  territory -tf  one  of  their parents  was  a   Hong  Kong  . 
resident  to  reaching  that 

verdict,  the  court  seized  the 

opportunity  to  define  clearly ■   its  primary  jurisdiction  oyer 
Hong  Kong. 

Yesterday,' a.  lower  court ' 

further  com  plicated ..  the 

issue,  blocking  the  deporta- 
tion of  18  mainland  Chinese 

and  allowing  them  to  stay  in . 

-Hang  Kong  while  they  make 

their  case  for  permanent,  res- idence. 

China's  reputation  for 
arbitrary  legal  decisions . 
makes  an  independent  court 

system  in  Hong  Kong  scrme- : 

thing  foreign  businessmen value-  more  than,  say,  uni- 

versal suffrage  in  the. terri- 
tory. Fund  managers  and 

Institutional  Investors  have 
been  Inquiring  about  tbe  . 

legal  tangle,  says  a   senior 

executive  at  a   large  financial firm,  and  “a  concerted  effort 
.   to  overturn  or  nullify  the 

ruling  would  have  a   harmful 

effect  on  confidence"  in 
Hong  Kong. 

For  China,  confronted 
with  the  conun  drum  of 
administering  a   region 
whose  economic  and  legal 

systems  are  so  different  from 

its  own.  the  promise  of  legal autonomy  was  always  going 

to  be  the  more  difficult  one 
to  keep.  The  former  British 

colony’s  common  law'  tradi- . 
tioos  are  a   world  away-  from 
the  Chinese  legal  tradition, 

where  the  courts  defer  to  the 

National  People’s  Congress 

(NPC),  China's  parliament. 

Hong  Kong  and  China 
speak  two  very  different 

legal  languages  on  matters 
such  as  judicial  review, 

which  is  at  the  heart  of  the 

recent  dispute.  Hong  Kong’s Court  of  Filial  Appeal  Has 

been  excoriated  by  Chinese 
legal  experts  principally  for 

arguing  it  had  the  right  to 

.   disregard  laws  passed  by  the' NPC-  if  they  were  inconsis- tent with  administering  the 
Basic  Law  in  Hong  Kong. 

“The  experts  thought  the 

court  had  put  itself  above 
the  Standing  Committee  [of 

the  NPC].  But,  the  court  is 

The  court  goes  to 
some  length  to  say 
its  autonomy  is 

authorised  by  the 

National  People’s Congress 

are  derived  from  China's 
own  constitution. 

Stuck  in  the  middle  is  the 

Hong  Kong  government, which  has  been  criticised  for 

not  speaking  up  in  defence 
of  the  Judgment. 
Legal  -experts  say  the 

NFC’s  Standing  Committee 
is  unlikely,  to  amend  the 

Basic  Law,  but  will  assert  in 
turn  its  right  to  interpret  it 

in  a   way  that  limits  the  pow- 
ers of  the  Court  .of  Final 

Appeal  Lau  Siu-Kai.  a   pro- fessor of  sociology  at  tbe 
Chinese.  University  of  Hong 

Kong,  says  that  China  feels it  must  act  -because  it  is 
alarmed  at  the  prospect  of  a 

liberal,  activist  court  in Hong  Kong. 

If  China  moves  to  restrict 

tbe  jurisdiction  ,   of  the  court, 
all  sides  lose,  says  Mr  Lau. “The  Court  of  Final  Appeal 

will  lose  its  prestige.  China 
will  be  criticised  by  Britain 
and  the  US.,  and  Hong 

Kong’s  society  will  be 
divided,”  be  says. 

Already,  the  sharp  attacks 

on  the  judiciary’s  indepen- 
dence from  China  have  rat- tled nerves  in  Hong  Kong.  A 

survey  last  week  found  that 
confidence  in  relations  with 

the  mainland  had  plum- 
meted The  legal  dispute  is 

another  reminder  of  the  diffi- cult. contradiction  Hong 

Kong  most  always  .live  with. 
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Philippines  president  signals  choice  as  central  bank  governor 
By  Tony  Tassdl  in  Manila 

Joseph  Estrada.  the 
Philippines  president,  has 

signalled  his  choice  of  suc- 
cessor to  Gabriel  Singson, 

who  is  soon  to  retire  as  gov- 

ernor of  the  country’s  cen- 
tral hank. 

Mr  Estrada  said  in  a   week- 

end speech  that  Rafael  Buen- 
aventura. a   highly  regarded 

former  senior  official  at  Citi- 

bank, “will  be  our  central 

bank  governor”. Although  Mr  Estrada  later 
modified  bis  statement  to 

say  Mr  Buenaventura  would 

“most  probably”  succeed  the 
highly  rated  Mr  Singson 
when  he  retires  in  July.  Mr 
Buenaventura  is  widely  seen 

in  industry  and  banking  cir- 
cles as  the  heir  apparent 

His  appointment  would  be 
likely  to  ease  foreign 

investors'  concerns  about 
tbe  successor  to  Mr  Singson, 

who  is  widely  respected 

for  steering  the  country's banking  system  through 
tbe  Asian  economic  crisis 

and  overseeing  a   strengthen- 

ing of  its  regulatory  frame- work. 

The  relative  strength  of 

the  Philippine  banking  sys- 
tem compared  with  many  of 

its  stricken  peers  has 
been  a   key  factor  behind  a 

strange  r-than-expected  resil- 

ience of  the  country's  econ- 

omy. 

Mr  Buenaventura,  a   for- 
mer classmate  of  Mr  Estrada 

at  Manila’s  Ateneo  Univer- 
sity and  now  president  of  tbe 

PCI  Bank  group,  is  one  of 

the  most  respected  bankers 
in  tbe  Philippines  with  a 

long  domestic  and  interna- tional career. 
“He  is  a   very  seasoned, 

highly  qualified  banker,” 
said  Lorenzo  Lichuaco,  chief 

representative  at  HSBC 
Securities. 

In  a   34-year  career  with 
Citibank,  Mr  Buenaventura 
held  various  positions 

including  division  head  in 
charge  of  southern  Europe, 

regional  treasurer  for  the 
Asia-Pacific  region  and  coun- 

try bead  in  Italy,  Malaysia, 

the  Philippines  and  Indon- 

esia. He  joined  PCI  Bank  10 
years  ago  and  under  his 
direction,  it  became  one  of 
the  most  highly  rated  banks 
in  tbe  Philippines. 

Analysts  said  the  reputa- tion of  the  bank,  however, 

had  been  tainted  a   little 

since  the .   Asian  economic 

crisis  after  a   rise  in  non-per- 
forming loans,  partly  due  to 

over-exposure  to  foreign  cun 
rency  lending. 

Alberto  Fermix,  president 

of  the  Philippine  Chamber  of 
Commerce  and  Industry, 

said  .   Mr  Buenaventura's 

appointment  .would  be  seen 

positively  by  the  business 
community. 

He  said. he  was  a   profes- 
sional banker  who  also  had 

the  confidence  of  the  presi- 
dent. 

This  would  reduce  the 
likelihood  .   of  disputes 
between  the  central  bank 

and  the  executive  branch  of 

government. 

Shipley  seizes  the  New  Zealand  initiative 
Terry  Hall  reports  that  the  prime  minister 

has  refurbished  her  party's  image  to  move 
up  in  the  opinion  polls  and  wrong-foot  the 
opposition  Labour  party  as  the  economy 
has  shown  an  unexpected  revival 

New  Zealand's  political 
and  economic  land- 

scape has  changed  dra- 
matically as  Jenny  Shipley, 

the  prime  minister,  orches- 
trates a   series  or  far-reaching 

moves  designed  to  shift  the 

perception  or  her  administra- 

tion as  a   bunch  of  ideologi- 
cally driven  rightwingers  to 

one  of  a   caring  centrist 

party. 
The  new  softer  image  is 

paying  political  dividends. 
Two  political  polls  at  the  end 
of  last  week  showed  Mrs 

Shipley's  National  party  was 
rapidly  overhauling  the 
Labour  party  in  popularity. 
The  TV-One-Bnmton  poll 

showed  National  bad  risen 

six  points  to  41  points,  just 
one  point  behind  Labour: 

Mrs  Shipley's  standing  had 
risen  six  points  to  29  per 

cent  as  preferred  prime 
minister,  while  that  of 
the  Labour  leader.  Helen 

Clark,  had  fallen  to  19  per 

cent. 

Mrs  Shipley's  minority 
government  is  set  to  win  a 
vote  of  confidence  when  par- 

liament resumes  today.  Ms 
Clark  admitted  as  much  at 

the  weekend.  “I  don’t  think 

anyone  will  rat  on  her.”  she 
said. 

Helped  by  a   largely  unfore- 
seen improvement  in  the 

economy,  which  has  raised 

business  and  consumer  con- 
fidence. Mrs  Shipley  has 

cleverly  exploited  the  over- 
confidence shown  by  the 

Labour  party  last  year  when 
it  seemed  it  could  not  lose 
the  next  election. 

Riding  high  in  opinion 

polls,  Ms  Clark  unveiled  a 

far-reaching  economic  recov- 

ery Plan  pitched  at  voters  in 
a   recession-hit  economy. 
This  included  raising  taxes 
for  those  earning  over 
NZS60.000  (US$33,000)  to  help 

fund  a   series  of  new  educa- 
tion, pro-business  and  other 

initiatives. 
Now  it  seems  Labour 

jumped  too  soon.  The 
improving  economy  has 
enabled  Mrs  Shipley  to  say 
the  National  party  must  be 

re-elected  to  keep  the  “econ- 

omy in  safe  hands".  She  has 
moved  decisively  and  effec- 

tively to  end  perceptions  of 
the  party  as  a   tired  lame 
duck  administration,  and 

portray  Labour  as  a   high 
taxation,  meddling  socialist 

party. In  a   frenetic  burst  of  activ- 
ity over  the  past  five  weeks, 

Mrs  Shipley  has  made  two 

world  tours  and  been  photo- 
graphed with  world  leaders 

including  President  Clinton 

while  taking  a   hands-on 

approach  to  organising  this 

year's  Asia-Pacific  Economic 
Co-operation  summit  meet- 

ing in  Auckland. 
Domestically,  she  has  care- 

fully nurtured  relationships 
with  an  odd  mixture  of  small 

parties  and  dissidents  from 

other  parties.  It  is  now  com- 
monly accepted  they  will 

support  her  minority  govern- 
ment until  she  is  ready  to 

call  an  election  later  this 

year  -   at  a   time  of  her  own choosing. 

To  win  re-election,  Mrs 

Shipley  must  secure  the  sup- 
port or  Maori  voters  and  last 

weekend  she  secured  one  of 

the  greatest  political  coups 

Shipley:  a   shift  of  Image  to  the 

caring  centre 

of  her  career  wben  she 

attended  the  annual  com- 
memoration of  the  signing  of 

the  1840  treaty  between  the 
Maoris  and  the  British  at 

Waitangi  hand  in  hand  with 

the  fearsome  figure  of  Ttte- 
whai  Harawira,  a   Maori 
woman  radical 

Labour  had  been  counting 
on  winning  back  all  the 

Maori  parliamentary  seats  it 
lost  in  the  last  election  and 

must  be  concerned  at  signs 

of  any  warming  in  Nation- 
al's standing  among  Maori 

people,  now  a   formidable 
voting  force. 
The  National  party  has 

also  been  remarkably  lucky 

with  a   non-stop  run  of  good 

economic  news  since  mid- 
December.  Helped  by  the 

devaluation  of  the  New  Zea- 
land dollar,  overseas  trade 

figures  are  showing  a 

marked  improvement.  Inter- 
est rates  have  halved  in  12 

months,  bolstering  consumer 
confidence. 
GDP  figures  showed  a 

sharp  turnaround  late  last 

year.  Latest  retail  and  house 

sales,  and  a   sudden  growth 

in  job  advertisements,  sug- 
gest an  economy  in  recovery 

mode.  Inflation  seems  beaten 
with  the  consumer  price 
Index  foiling  to  minus  0JS  per 

cent  in  the  December  quar- 
ter. 

Last  month  tbe  Treasury 

announced  that  tax  reve- 
nues, and  its  books,  were  In 

better  shape  than  it  had  pre- 

dicted. 
Mrs  Shipley  pounced.  She 

highlighted  the  expectation 
that  New  Zealand  would 
have  a   budget  surplus, 

rather  than  a   deficit  this 

year,  and  telegraphed  that 
tax  would  be  a   defining  issue 
at  the  elections.  National 

might  soon  be  able  to 
announce  a   programme  of 
further  tax  cuts,  she  prom- 
ised. 

Michael  Cullen.  Labour’s finance  spokesman, 

responded  by  sticking  to  last 
year's  agenda,  saying  his 

party  would  go  ahead  with 
raising  the  top  rate  of  tax 
although  he  said  there 
would  be  no  increases  in 
other  taxes. 

Mrs  Shipley  has  kept  up  a 

cracking  pace  of  other  initia- 
tives over  the  past  month. 

This  includes  a   cabinet 

reshuffle  which  saw  the  pro- 
motion of  younger  ministers 

said  to  know  how  to  put  a 

“human  gloss"  on  govern- 
ment In  this  election  year. 

There  will  be  more  popular 

issues  of  sbares  in  state- 

owned  enterprises,  govern- 

ment help  for  small  busi- ness. and  action  on  law 

and  order,  education  and 
health. 

All  this  seems  to  have  left 

the  opposition  wrong-footed. 
Richard  Prebble,  a   veteran 

parliamentarian  who  now 
leads  the  ACT  political 

party,  says  he  has  never seen  Labour  foil  asleep  the 

way  it  has  recently. 

Yearly  data  tar  ratal  sales  volume  and  Industrial  production  plus  al  data  for  the  vacancy  rata  Irrioator  ns  in  Mm  form  with  1985=100.  Quarterly  ml  monthly  data  for 
ratal  salsa  and  krirotriai  production  show  the  pa  carnage  change  over  the  corresponding  period  in  tfie  previous  yev.  and  are  posttlva  unless  otherwise  stated.  The 

uneroptaymant  raw  Is  shown  as  a   percentage  of  the  total  labour  force.  Hguraa  for  the  composite  tearing  ridteator  am  end-period  vriues. 
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THE  AMERICAS 

— HJ.!!„GI0W  POLITICS  BOTH  PARTIES  TRY  TO  CALCULATE  THE  LONGER-TERM  EFFECTS  OF  THE  BITTER  PARTISAN  BATTLE 

Still  impeachment  scars  on  body  politic ByGarard  Baker  to  Wasttogtna 

Washington  begins  the  post- 
impeachment  era  in  earnest 
today  with  pohtictans  from 
both  main  parties  anxiously 
trying  to  figure  out  the 
immediate  and  longer-term 
political  consequences. 
Following  President  Bill 

Clinton’s  acquittal  in  the 
Senate  last  Friday,  many 
have  piously  expressed  the 
hope  that  that  they  can  put 

the  year-long  national trauma  behind  them  and 
focus  on  debates  about 

future  policy  rather  thou 
investigations  into  past  mis- 
conduct 
But  for  all  the  teiir 

of  reconciliation,  few  seri- 

ously believe  the  impeach- 
ment question  will  go  away. 

The  bitterness  it  evoked 
and  the  battle  lines 
it  established  indicate 
that  it  win  remain  a   patent 
force  in  American  politics 

until  next  year’s  pres- 

idential elections  at  least. 

.   Appropriately  enough,  yes- 
terday was  Presidents’  Day, a   federal  holiday  in  which 

citizens  are  encouraged  to 
reflect  on  the  contribution  to 
American  greatness  of  two 
of  the  moire  prominent  presi- 

dents, George  Washington 

and  Abraham  T,tnratp, 
The  day  drew  forth  one 

more  aspirant  to  succeed ' them,  as  John  the 
Republican,  chairman  of  the 

House  of  Representatives’ budget  committee,  kicked  off 

his  long-shot  campaign  for 
his  party’s  nomination. 
The  youthful-looking  46- 

year-old  avoided  the  obvious. 
subject  In  announcing  his 
candidacy  to  supporters  in 
bis  home  district  in  Colum- 

bus, Ohio.  Instead,  his  main 
pitch  focused  on  what  those 
Republicans  who  want  to  get 
away  from  the  impeachment 
subject  hope  will  be  their 
quickest  route  bade  to  salva- 

tion -   big  tax  cuts. 

Mr  Kaslch's  chances  are 
slim,  however,  and  other 
conservative  candidates 
have  already  made  it  dear 

they  intend  to  keep'  the Impeachment  issue  In  the 

forefront  of  voters'  minds. 
Dan  Quayle,  the  former  vice 

president  who  hopes  to  gar- 
ner. a   solid  portion  of  the 

conservative  vote,  told  his 

supporters  that  the  2000  elec- 
tion. would  be  all  about  char- acter and  trust 

The  electoral  facts  pose  a 

conundrum  for  the  Republi- 
cans. While  polls  indicate 

most  Americans  overwhelm- 

ingly disapproved .   of  their 
determination  to  impeach 
and  convict  Mr  Clinton, 
their  conservative  base,  who 

vote  In  massively  dispropor- tionate in  primary 

elections,  overwhelmingly 

approved.  .   . wpfinutb  Starr,  the  inde- 

pendent prosecutor,  and 
Henry  Hyde,  the  cbadrrpan  of 
the  House  judiciary  commit- 

tee who  led  the  Impeach- 
ment, have  passed  quickly 

into  conservative  folklore  as 
martyr-heroes  of  the  conser- vative cause. 

Those  conservatives  will 
keep  the  impeachment  pot 
boiling,  and  even  the  more 
moderate  candidates,  such 

as  George  W.  Bush,  the  gov- 
ernor of  Texas,  should  he 

decide  to  run,  wDl  not  be 

able  to  disavow  the  impeach- 

ment effort  • .   ■ And  for  Democrats  the. 

echoes  of  the  last  year  will 
ring  loud,  as  they  seek  to 
exploit  the  advantage  it  has 

given  them  in  the  polls  to 
win  back  control  of  Congress 

and  get  another  Democrat 

elected  to  the  White  House. 
Mr  Clinton  will  today  and 

tomorrow  begin  the  task  of 

working  on  how  to  make 
good  on  his  promise  last 
week  to  promote  national 

reconciliation. But  his  advisers  say,  his 

efforts  Will  also  be  animated by  the  recent  memory  of 
Impeachment.  On  Thursday 

he  will  travel  to  New  Hamp- 
shire, for  what  has  become 

by  now  a   somewhat  cEchfed 
repeat  trip  to  the  state 

where  be  earned  the  soubri- 

quet, the  “Comeback  Kid1*  in the  1992  primary  elections. 
The  symbolism  the  visit  is 

intended  to  evoke  is  that  of  a 

reborn  presidency.  But  it 
will  also  serve  to  remind  his 

opponents  that  he  remains  a formidable  campaigner. 
And  while  he  cannot  run 

again,  many  of  his  support- ere  see  the  election  of  Vice 

President  A1  Gore  as  presi- 
dent next  year,  as  tanta- 

mount to  a   “third  Clinton 
term”,  the  only  sure  way  of 

promoting  and  protecting  Mr 
Clinton's  legacy. 

Clintons  play  it  cool 
w   on  visit  to  Mexico 

By  Henry  Tricks  bi  Mfirida 

US  President  BUI  Clinton,  on 
his  first  foreign  trip  since 
acquittal  from  impeachment 
last  week,  spent  a   visit  to 
Mexico  yesterday  apparently 
anxious  to  conceal  any  hint 
of  triumph. 

His  meetings  with  Ernesto 

Zedillo,  Mexico’s  president, 
were  shorn  of  all  razzmatazz. 
On  his  arrival  on  Sunday 
night,  thousands  of  residents 
in  the  Mayan  city  of  Mferida, 
on  the  south-east  Yucatan 
peninsula,  waited  for  hours 
in  the  main  square  for  a 
wave  or  a   handshake  from 
the  man  local  woman  called 

“El  Gfkero  Guapo”  -   the 
Handsome  Paleface. 
But  Mr  Clinton  and  his 

wife  Hillary  sped  off  under 

heavy  protection  in  a   dark 
limousine.  There  were  no 

planned  press  conferences 
by  either  president. 

If  there  was  frivolity,  it 

was  well  away  from  the  eyes 

of  the  cameras  for  good  rea- 
son. The  White  House  press 

corps  was  on  Mgioatwateh“  - 
scouring  the  US  president’s 
gestures  fra:  any  gossipy  tit- 

bits in  the  aftermath  of  the 

Lewinsky  iwandal Mr  Zedillo  would  also 
rather  forget  the  Lewinsky 

scandal,  since  he  too  fea- 
tured in  the  Starr  report  In 

November  1997,  before  Mr 
Clinton  was.  due  to  meet  Mr 

Zedillo,  Ma  Lewinsky  alleg- 
edly turned  up  in  the  Oval 

Office  and  showed  the  US 

president  a   suggestive 
e-mail.  “They  kissed,  and  the 
president  rushed  off  for  a 
state  dinner  with  President 

Zedillo,”  the  report  says.  ' 
Also  adding  to  the  joint 

effort  to  avoid  embarrass- 
ment was  the  Mexico  gov- 

ernment’s fear  that  a   hostile 
US  Congress  could  threaten 

“certification'’  of  Mexico 
over  the  extent  of  Its  anti- 

narcotics cooperation. 
The  White  House  has  until 

Marah  1   to  COdgreSS  itS 

recommendations  on  coun- 

tries it  considers  »th««  in  tha 
drugs  war,  and  Mexico  Is 
expected  to  be  on  the  list. 
But  if  Congress  rejects  the 
recommendation,  which  it 
never  has.  It  could  lead  to 

economic  and  other  sanc- 
tions and  spoil  relations 

between  the  two  neighbours: 
Before  the  visit  ended  yes- 

terday evening,  both  govern- 
ments were  expected  to  sign 

co-operation  agreements  on 
drug  monitoring,  as  weQ  as. 
on  violence  and  safety  for 

migrants  along  the  2,000- 
mile  border.  Mexico  also 
sign  ad  an  agreement  yester- 

day with  the  US  Export-Im- 
port bank  for  a   J4bn  credit 

line  to  finance  Mexican 

exports  to  the  US. A   Mexican  woman  wafta  for  a   gfimpee  of  the  IB  president 

NEWS  DIGEST 

VENTURE  CAPITAL 

Investments  in  US  up 

24%  to  record  $14.3bn 
Venture  capital  Investments  in  the  US  Jumped  by  24  per 
cent  to  a   record  Sl4J3bn  last  year,  according  to  a   survey 

published  today,  with  technology  start-ups  grabbing  the Don's  share  of  the  funds. 

With  venture  capital  funds  achieving  average  returns  of 

30-40  per  cent,  money  is  flowing  into  the  "risk  capital” sector  at  an  mpreced  anted  rate,  according  to  the  quar- terly PwC  venture  capital  survey, 

Technology  investments  almost  doubled  in  the  past  two 
years,  to  $1(X8bn  in  1998,  up  from  $5.5bn  In  1996,  white 
Internet- related  Investments  more  than  tripled  to  $3.5bn over  the  same  period. 

In  the  fourth  quarter  alone,  venture  capital  investments 

jumped  11  per  cent  to  $3.7bn,  and  713  com  partes 
received  new  funding.  Louise  Kehoe,  San  Francisco 

COPPERMINE 

Mexican  strike  ends 
Workers  at  Mexico's  Canaries  copper  mine  have  ended  a 
three-month  strike  after  an  agreement  with  the  mine 
owner,  Grupo  Mexico. 

Close  to  2,000  union  workers  walked  out  of  Mexico's largest  open  pit  copper  mine  in  November  in  protest  at 

company  plana  to  cut  staff  and  raise  the  level  at  which workers  receive  productivity  bonuses. 
But  faced  with  sharply  faffing  copper  prices,  foe  union 

found  It  had  little  negotiating  power.  The  century-old  mine, 
60km  from  the  US  border,  stopped  losing  money  during 
the  strike. 

The  miners  agreed  to  the  closure  of  Cananea’s  smelter, 
which  employs  300  workers.  Grupo  Mexico,  In  return,  said 
it  would  pay  employees  a   productivity  bonus  for  June. 
Andrea  MamM-Campbett,  Mexico  City 

GUATEMALA  APPEAL 

Drug  convictions  reversed 
Three  men,  Including  a   former  senior  employee  of  Nestte, 
foe  Swiss  food  giant  have  had  their  convictions  for  drug 
trafficking  overturned  by  an  appeal  court  in  Guatemala. 

Andreas  Haanggi,  a   Swiss  who  managed  Nestte's  fac- tory in  Antigua,  Guatemala,  at  the  time  of  his  arrest  in 
1997,  has  been  freed,  with  a   German  and  a   Guatemalan. 
The  appeal  court  ruled  there  was  Insufficient  evidence  to 

convict  the  three  men  of  the  trafficking  offences.  They  had 
been  sentenced  last  September  to  prison  terms  of  up  to 
12  years  after  being  found  guilty  of  involvement  to  trying  to 

smuggle  13kg  of  cocaine  to  Europe.  Two  other  Swiss, 
including  Mr  Haenggl's  son,  Nicolas,  had  their  sentences 
cut  from  20  years  to  five  and  three  years,  com  mutable  on 

payment  of  a   fine. Supporters  of  foe  men  had  maintained  there  were  irregu- 
larities In  last  year’s  trial  and  also  complained  of  political 

pressure  to  convict,  given  Guatemala’s  wish  to  be  seen  to 
be  co-operating  with  US  anti-drug  efforts. 
James  Wilson,  Panama  CHy 
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turn*'.*- •*G15  urges  world  trade  refori 

Onk "governor 

By  Canute  James  It  Kingston  . 

Developing  countries  are 

urging  change  to  interna- 
tional trading  awangemants, 

and  to  institutions  such  as 
the  World  Bank  and  the 
World  Trade.  Organisation, 

to  prevent  further  damage  to 
their  economies. 

The  poorer  nations  intend 

to  “deepen  the  dialogue” 
with  industrialised  countries 

and  to  “make  a   contribution 

at  every  stage”  in  radical 
reform  of  the  global  econ- 

omy, according  to  a   state- 
ment by  the  Group  of  IS 

developing  countries  follow- 
ing their  summit  in 

Jamaica  this  week.  The  G15 

is  made  up  of  17  states. 

The  leaders-  contended 
that  the  financial  crises  to 
Asia  and  Latin  America 
were  caused  by  unregulated 
cross-border  financial  trad- 

ing. This  coincided  with  a 
fall  in  returns  from  commod- 

ity exports,  and  the  conn- tries  found  little  help  from 

the'  current  structure  of 
International  and 
trading  organisations-  _ 
Mahathir  Mohamad,  Mal- 

aysia’s prime  minister, 

wanted  against  »»piiiiating Aslan  countries  to  rapidly 
opening  markets  to  foreign, 

capital:  “The  great  Aslan 
Tigers  are  no  more.  Reduced 
to  whimpering. and  begging. 

they  are  but  a   shadow  of 
their  former  selves. 

“We  had  welcomed  foreign 

capital  to  order  to  boost  our 

growth. 

•   “We  still  do,  but  now  we 

realise  the  damage  to  our 
economy  when  that  capital 
is  suddenly  withdrawn. 

From  being  miracle  econo- mies we  have  now  became 

impoverished  nations.'’ Developing  countries  were 

suffering  from  a   “globalisa- 
tion deficit”,  and  needed  to 

re-examine  the  structures  of 
their  economies  to  see  how 

they  can  protect  themselves, 
said  Hugo  Ch&vez,  president 
of  Venezuela. 
“What  has  been  exposed 

by  the  recent  crisis  ,   is  the 
worst  of  all  possible  worlds 
-   financiers  who  acted  as  if 

there  was  a   global  lender  of 
last  resort  to  bail  them  out, 
combined  with  the  lack  of  a 

lender  of  last  resort,”  said Perdval  Patterson,  prime 

minister  of  Jamaica. 
“As  a   lender  of  last  resort, 

the  IMF  remains  unsulted  to 
that  role.  It  simply  has  not 

been  given  adequate  finan- cial resources.  And  yet . .   it 
did  bail  out  the  creditors, 

while  leaving  debtors  to  the 

lurch." 

The  group  Is  also  seeking 
“more  equitable”  arrange- 

ments to  the  World  Trade 

Organisation. 

Ecuador  finance  minister  named 
By  Justtoe  Newsome  In  Quito 

Ana  Lucia  Armijos,  the 
■Iron  lady”  of  Ecuador,  was 

yesterday  appointed  to  take 
over  as  finance  minister  fol- 

lowing Fidel  Jaramillo’s  res- 
ignation last  week. 

An  economist  who  has  pre- 

viously worked  at  the  cen- 
tral bank  and  the  Interna- tional Monetary  Fund,  Ms 

Armijos  was  previously  Inte- 

rior minister.  She  is  taking over  at  a   crucial  time  for  the 

economy. - 
The  government  hopes 

that,  following  Congress’s passage  of  an  austere  1996 
budget  last  week,  it  can  slow 

inflation,  stabilise  the  econ- 

omy and  stimulate  produc- tion. An  annual  inflation 

rate  of  43  per  cent  to  Decem- ber was  the  highest  to  Latin 
America  and  real  GDP 

growth  was  a   mere  08  per 
cent  last  year. 
Ecuador  is  anxious  to 

reach  a   standby  agreement 
with  the  IMF  to  order  to 
renegotiate  its  Paris  Club 
debt  arrears,  ease  the  path 

for  new  multilateral  igniting and  restructure  Its  external 

debt 

It  is  also  entering 

uncharted  waters  after  float- 
ing -its  currency  last  Friday. 

“The  many  adjustments  to 
the  bands  in  the  last  few 

.   years  hurt  their  credibil- 

ity. The  central  bank’s  strat- egy of  using  interest  rates, 
given  the  weak  banking  sec- 

tor, and  reserves,  was  not 

sustainable,”  said  Michael 
Henry  of  ING  Barings. 

Luis  Jacome,  central  bank 

president,  said,  “Ecuador’s experience  is  different  from 
Brazil’s,"  adding:  “ft  comes 
after  fiscal  policy  has  been 

agreed  by  Congress.  Ecuador has  tried  to  preserve 

reserves  at  a   reasonable 
level  and  we  moved  directly 

to  flotation.” 

There  are  hopes  that  Ms 
Armijos  can  thaw  relations 
between  President  Jamil 

Mahuad  and  the  newly  inde- 
pendent central  bank.  She 

also  has  warm  relations  with the  Social  Christian  party 

(PSC),  on  whose  votes the  government  relies  to 
form  a   congressional  m$jor 

tty. 

Political  differences  with 

PSC  leaders  and  doubts 
about  changes  to  the  budget 

triggered  Mr  JaramiUo’s  res- 

ignation. 

T   exhausted  all  possible 

efforts  to  ensure  that  techni- cal awd  transparent  manage- 

ment of  public  finances 
became  the  basis  of  national 
development  I   am  sorry  that 

some  political  sectors  put 
personal  and  party  political 

interests  first,”  said  Mr  Jar- amfllo. 

Because  tee  d^'soidoseiy  with  our  twiners  in  Europe  there  isn't  a   tearestdtweqffrathoicecfammmkalkmstxmtpattiestohelpyou 
develop  business  relationships  throughout  Europe. 
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NIGERIA’S  ELECTION  OBASANJO  PICKED  BY  PEOPLE'S  DEMOCRATIC  PARTY  □   DISARRAY  AT  ALL  PEOPLE’S  PARTY  CONVENTION^ 

Former  military 
backing  as  parti 
By  WBfiam  Wallis  In  Lagos 

Olusegun  Obasanjo. 

Nigeria’s  former  military 
ruler,  won  overwhelming 

support  from  his  party  yes- 
terday to  contest  presiden- 

tial elections  on  February  27. 
The  poll  trill  lead  to  the 

country's  first  civilian  gov- 
ernment in  more  than  15 

years. Gen  Obasanjo  retired  from 
the  Nigerian  army  20  years 

ago  after  banding  over  to  a 
short-lived  elected  govern- 

ment. He  beat  off  six  other 
contenders  for  the  candidacy 

of  the  People’s  Democratic 
party  (PDP),  winning  57  per 

cent  of  the  vote  at  the  par- 
ty's national  convention. 

Despite  delays,  allegations 
of  vote  buying,  and  a   carni- 

val of  last-minute  influence- 
peddling  among  more  thayi 
2.000  delegates,  the  vote  in 
the  northern  town  of  Jos 

was  by  all  accounts  trans- 

parent. 
Gen  Obasanjo  said 

recently  that,  as  president, 
he  would  push  through  eco- 

nomic reforms.  He  also 
promised  a   constitutional 
review  that  would  address 

demands  from  throughout 
Nigeria  for  greater  regional 

autonomy.' 
The  PDP  groups  establish- 

ment figures  from  across  the 
country,  including  a   strong 

contingent  of  retired  gener- 
als. It  emerged  as  the  lead- 
ing force  in  earlier  state  and 

local  government  polls. 
Alex  EJcwueme,  a   former 

Civilian  vice  president,  and 
runner-up,  accepted  the 
result,  ensuring  party  soli- 

darity at  this  crucial  stage  of 
the  electoral  process.  There 
remains  the  possibility  how- 

ever, that  Mr  Ekwueme's 
failure  at  the  primaries  will 
cost  the  PDP  some  of  the 

support  it  has  won  in  his 
home  region,  the  south-east 
This  may  not  matter, 

given  the  state  of  play  in  the 
other  main  party,  the  All 

People's  party  (APP).  whose 
convention  broke  up  yester- 

day in  fist  fights  and  threats 
of  sabotage  from  delegates 
denied  the  chance  to  vote. 
The  APP  Is  a   coalition  of 

ambitious  business  mag- 

nates, politicians  who  sup- 
ported Sani  Abacha,  the  for- 

mer dictator,  and  some  who 
did  not.  Its  national  execu- 

tive council  bypassed  what 

promised  to  be  a   divisive  bal- 
lot forcing  through  Ogfaon- 

naya  Qnu,  a   little  known  for- 
mer state  governor,  as  the 

presidential  candidate. The  convention  also  rode 

over  opposition  to  a   pro- 
posed electoral  pact  with  a 

third  party,  the  Alliance  for 
Democracy  (AD),  which 
enjoys  strong  regional  sup- 

port among  Nigeria’s  second largest  ethnic  group,  the 

Yoruba.  Mr  Onu  may  him- 
self fall  by  the  wayside  in 

favour  of  the  AD's  proposed 
Joint  candidate,  Olu  False,  a 
former  finance  minister. 

T.ilre  Gen  Obasanjo,  Chief 

Falae  is  a   Yoruba  from  the 
south-west.  He  shares  a 

strong  reputation  outside  his 
region,  but  unless  the  APP 
can  quickly  put  its  divisions 
behind  it,  he  is  unlikely  to 
have  more  man  an  outside 
chance  of  winning  the  presi- dency. 

Gen  Obasanjo's  supporters see  him  as  a   steady  hand, 

ideally  suited  to  the  task  of 
steering  Nigeria  through  a 

delicate  change  from  mili- 
tary to  civilian  rule.  Since 

1979  he  has  built  up  an  inter- 

national reputation  heading, 

among  other  bodies,  the  cor 

ruption  watchdog,  Transpar- ency International. 
A   combination  of  the 

tough  paternalist  and  the 
backing  he  enjoys  across  the 
Nigeria’s  divided  regions  are 
seen  as  key  assets  in  uniting 

a   nation  which  has  come 
close  to  foiling  apart 
However,  his  candidature 

has  been  fiercely  opposed  by 
fellow  Yoruba,  who  continue 
to  believe  that  he  foiled  to 

support  their  candidate  for 
the  presidency  in  the  1979 
election.  They  and  others 
also  argue  that  an  Obasanjo 

presidency  would  represent 
little  more  than  a   continua- 

tion of  military  rule  in  a 
civilian  guise. 

Addressing  this  issue  and 
warning  of  the  dangers  of 
alienating  the  army,  he  said 

yesterday.  “A  lot  of  heat  but unfortunately  little  light  has 

been  generated  by  the 
debate  over  my  being  a 
retired  soldier.  Much  of  the 

debate  has  been  caused,  per- 
haps understandably,  by  the 

feeling  of  frustration  and 

despair  experienced  under 
recent  military  regimes. 

FINANCIAL  TIMES
  TUESDAY  FEBR

UARY  16  IMS 

G7  to  ponder 

plan  for  global 
financial  rules 

Supporters  of  Gen  Obasanjo  celebrate  yesterday.  He  h 

capable  of  uniting  Nigeria's  fractions  regions 
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Setting  your  future  freeT 

ace  group 

By  Robert  Cbett  end George  Graham  hr  London end  Tony  Barber  In  Frankfort 

Proposals  for  a   global 

committee  on  financial  regu- 
lation will  be  discussed  by 

finance  ministers  front  the 

Group  of  Seven  leading industrial  countries  next 

weekend,  amid  debate  over 
the  role  that  national  regula- 

tors should  play  cm  lt> Hans  Tietmeyer,  president 

of  the  German  Bundesbank, 
will  present  proposals  for 
the  committee  at  the  meet- 

ing on  Bonn  on  Saturday.  It 
would  bring  together  the 
International  Monetary 
Fund  and  the  World  Bank, 
as  well  as  bank,  insurance 

and  securities  market  super- 

visors. “It  is  a   fairly  modest  pro- 

posal,” said  one  senior  G7 
official.  Mr  Tietmeyer  will 

argue  that  a   large  new 
bureaucracy  is  unnecessary, 
but  that  the  body  should 
have  a   small  secretariat 

Officials  said  that  one  con- 

troversial issue  was  the  role 
of  national  regulators.  Mr 

Tietmeyer  is  expected  to  pro- 
pose that  they  should  be  rep- resented at  regular  meetings 

by  invitation  rather  than  as 
of  right.  This  reflects  the 
problem  that  some  G7  coun- 

tries -   for  example  the  US  - 

have  complex  domestic  regu- 
latory structures  with  no 

lead  organisation. 
Central  bankers  have, 

already  moved  to  improve 
their  own  mechanisms  for 

monitoring  financial  stabil- 
ity issues  by  restructuring 

one  of  the  chief  committees 

operating  under  the  aegis  of 
the  Bank  for  International 
Settlements  in  Basle. 

The  Eurocurrency  Stand- 

ing Committee  has  been 
renamed  the  Committee  on 

NEWS  DIGEST 

OLYMPICS  SCANDAL 

Sydney’s  worries  grow  as 

sponsor  warns  of  pull-out 
Sydney’s  anxiety  about  sponsorship  of  the  2000  Olympics 
increased  yesterday  fofiowing  warnings  by  Samsung  Elec- 

tronics, foe  South  Korean  company,  that  it  was  reconsid- 
ering Its  A$77.5m  (US$50m)  sponsorship  because  of  nega- 

tive publicity  surrounding  foe  “votes -for-bribes”  scandal “We  believe  foe  recent  scandals  present  some  danger  to 

sponsorship,”  Wm  Se-hun,  Samsung’s  manager  of  sports 

marketing,  told  an  Australian  newspaper.  “We  stOI  need  to evaluate  foe  reports  of  foe  various  judiciary  committees 
(investigating  Olympics  scandals)  before  making  decisions 

or  definite  comments  as  to  foe  next  step.” 
Mr  Kim’s  comments  followed  criticism  of  the  Olympics 

scandals  last  week  from  another  main  Olympics  sponsor, 
John  Hancock,  the  US  insurance  company,  which  said  it 
would  not  use  the  Olympic  rings  as  part  of  marketing  pro- 

grammes until  corruption  had  been  purged. 

Last  Friday,  General  Motors  Holden,  the  Australian  car- 
maker. also  suggested  it  would  review  its  Sydney  Olym- 

pics sponsorship  commitment  Several  other  Olympic 
sponsors  have  expressed  concern  about  foe  scandal, 
which  has  centred  on  allegations  that  Salt  Lake  City  bribed 
International  Olympic  Committee  members  to  ensure  it 
won  foe  right  to  host  foe  2002  Winter  Games. 
The  criticisms  are  particularly  distuitjlng  for  the  Sydney 

organising  committee  for  the  2000  Olympics,  which  is 

struggling  to  make  up  a   shortfall  of  about  A$220m  on  its 
overaJI  sponsorship  target  of  A$870m.  Sandy  Hotfway,  the 
committee's  chief  executive,  recently  said  the  IOC  scandal 
had  made  foe  sponsorship  target  much  harder  to  achieve. Gwen  Robinson,  Sydney 
DEFENCE  CONTRACT       _ 

Israel  wins  Croatian  order 
Israel  yesterday  won  an  order  to  modernise  Croatia's MiG-2 1   tighter  aircraft,  brushing  aside  criticism  that  Fran  jo 

Tudjman,  president  of  Croatia,  still  harboured  anti-semt- tism. 

The  deal,  worth  between  $80m  and  $120m  and  awarded 
to  Elbit -Systems  and  Israel  Aircraft  Industries,  was  finalised 
during  a   visit  to  Israel  by  Pavao  Miljavac,  Croatia’s 

defence.,  minister. Yoesi  Beilin,  a   deputy  foreign  minister  in  the  former 

Labour  government,  said  the  contract  was  "a  disgrace"  .   - 
given  Mr  Tudjman’a  memoirs  in  which  he  expressed  doubt  - about  whether  6m  Jews  were  killed  in  the  Holocaust  ' 
“Only  a   cynical  gvemment  like  that  of  Netanyahu  would  be 
prepared  to  sell  its  soul  for  such  a   contract,' he  added. Ubour  had  refused  to  establish  diplomatic  relations  with 
Croatia.  A   year  after  Benjamin  Netatyahu  was  elected 
prime  minister  of  foe  right-wing  led  Ukud  coalition  in  1996. 
diplomatic  ties  were  forged.  Judy  Dempsey,  Jerusalem 

SOFTWARE  PIRACY 

the  Global  Financial  System 
«Kt  given  a   broader  role  In 
monitoring  and  developing 
policy  on  the  fimctkmlng  of 

international  financial  mar- 
kets. U   could  be  represented 

on  Mr  Ttetmeyefs  iww  body, 

though  it  is  thought  m iHkeiy 
to  have  the  same  status  as 

the  Basie  Committee  of 

banking  supervisors. 
Germany’s  centre-left  gov- 

ernment will  use  the  G7 

meeting  to  press  home  Its 

view  that  international 

financial  markets  should  be 
brought  under  greater  con- trol and  harnessed  to  the 
twin  causes  of  economic 

growth  and  job  creation. But  the  finance  ministry 

in  Beam  distanced  itself  yes- 

terday from  controversial 
proposals  to  curb  foreign 

exchange  market  “specula- 
tion” put  forward  recently 

by  Wolfgang  File,  bead  of 
the  ministry’s  international 

monetary  affairs  division. 
According  to  Mr  File,  one 

proposal  is  an  increase  In 

the  time  gap  between  the execution  of  a   foreign 

exchange  transaction  and  Its 
settlement.  This  might  deter 

large-scale  betting  on  cur- 

rency movements. 
Mr  File  said  Germany  did 

not  want  to  "cage”  them  tot 
rather  to  guide  them  in  a 
responsible  direction  by 
means  of  what  he  called 
“guard  rails’*.  However,  he 
added:  “We  have  no  plans  to 

hinder,  tie  down  or  muzzle . 

financial  markets.” Chancellor  Gerhard  Schro- 
der’s government,  the  first 

Social  Democrat-led  adminis- 
tration to  represent  Ger- 

many at  a   G7  meeting  since 
1982,  is  also  proposing  an. 
International  Institution  to 

monitor  big  moves  on  for- 
eign exchange  and  other 

markets. 
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Microsoft  doubts  on  Lebanon 
Microsoft,  the  US  software  company,  is  reconsidering 

plans  to  open  a   regional  office  In  Beirut  after  Lebanon's  . 
pariiamentarians  deferred  a   decision  on  a   tall  intended  to  ' 
protect  intellectual  property.  Bahram  Muhazxabi,  general  - manager  of  Microsoft  for  the  Gulf  and  eastern  Mediterra- 

nean, said  no  office  would  be  opened  In  a   country  "that  " 
did  not  protect  that  investment". Microsoft,  one  of  foe  leading  software  companies  in 
Lebanon,  says  "above  90  per  cent”  of  rta  software  is 
used  illegally,  costing  the  company  at  least  $2m  in  tost aammgs  per  year. 

The  issue  t^as  raised  Quastions  over  the  government’s 
ability  to  implement  a   programme  of  institutional  and  tegte* lative  reform  of  a   kind  that  will  attract  International  Invest- 

ment a   number  of  parliamentarians  had  demanded  dls-  - 

c^jnte  of  up  to  90  per  cent  on  computer  software  for  ■   • 
schools,  universities  and  government  departments. James  Schofield,  Beirut 
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‘Speed  entry 
of  developing 
countries  to 

the  WTO’ 

WORLD  TRADE 

TRADE  CONFLICT  TOKYO  MINISTER  WELCOMES  SUGGESTION  OF  FORUM  BUT  OFFICIALS  HAVE  DOUBTS 

US  presents  Japan  with  plan  to  solve  disputes 
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By  Buy  de  Jonquwres 

The  European  Union 
yesterday  called  for  a 
concerted  effort  to  complete 
this  year  membership 
negotiations  with  the  mare 
than  30  developing  countries 
seeking  to  join  the  World 
Trade  Organisation. 

Sir  Leon  Briltan,  EU  trade 
commissioner,  said  the 
initiative  should  aim 
particularly  to  accelerate 
WTO  entry  by  the  very 
poorest  applicants  by 
offering  them  simplified 
admission,  procedures  and 
specially  favourable  terms. 
His  proposal  coincides 

with  intensified  efforts  by 
the  US  and  nhina  -   the  most 
populous  of  the  applicant 
countries  -   to  agree  on 
Chinese  WTO  admission 

when  Zhu  Rongji,  China’s 
premier,  visits  the  US  in 

April Sir  Leon  said  bis  proposed 
initiative  should  cover  China 
and  Russia,  but  also 
countries  such  as  the  former 
Soviet  republics,  the  Baltic 
states,  Albania,  Croatia, 
Cambodia,  Laos.  Nepal, 
Saudi  Arabia  and  Vietnam. 
He  said  the  WTO  should - 

aim  to  admit  as  many 

applicants  as  possible  at  its' ministerial  meeting  In 
Seattle  in  November,  which 
is  expected  to  launch  a 
world  trade  liberalisation 
round.  That  would  mean 
concluding  membership 
negotiations  by  late  summer. 

He  -   said  applicant' countries  must  be  prepared 
to  accept  commitments  on. 
trade  similar  to  those 

observed  by  the  WTO’s  133 members.  That  would 
require  them  to  return  to 
membership  negotiations 
with  fresh  mandates  and 
more  ambitious 
market-opening  offers. 

In  return,  WTO  members 
should  be  ready  to  grant 
least  developed  applicant 
countries  special  terms, 
more  lenient  than  those 
currently  demanded  of  them. 

Such  terms  could  hwinflp 
a   30  per  ceiling  on  the 

poorest  applicants'  tariffs  on 
goods,  and  possibly  a   grace 
period  of  several  years  after 
admission  in  which  to 
achieve  it.  Sir  Leon  said. 
Transition  periods  could 

also  -   be  granted  for 
adjustment  to  some  WTO 
rules  and  disciplines,  in 
areas  such  as  protection  of 
intellectual  property  rights, 

while  applicants  should  be 
asked  to  open  their 
agriculture  and  services 
markets  as -wide  as  thow»  of 
the  WTO's  poorest  existing 
members. 

Sir  Leon's  initiative 
follows  pleas  by  Renatb 

Ruggiero,-'  •   the  .   WTO 
director-general,  for  special 
effort  to  _   accelerate 

enlargement  of  the 

urgahisationL 
Mr  Ruggiero  fears  that 

irnipwc  decisive  progress  ram 
be- made,  before  the  WTO 
launches  its  next  set  of 

world  .   trade  talks 
negotiations  with  applicants 
may  stagnate  for  several 
yenrs,  -   when  the 
requirements  ■   for 
membership  are  likely  to  be 
even  tougher.  . 
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FINANCIAL  SERVICES  DEAL 
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,   WTO  accord  to  go  ahead 
f   S   worries  grew missed  deadlines 
if  W3ms  Of  PUll'Oll  World  Trade  Organjsatton  momb^^ 

bring  a   landmark  accord  BboraDsJng  foandal  services  . 
k   M-.».  ■   wortdwkte  irtto  force  as  planned^  March  1,  de^lteti»  :   -- 

*   *!,  -   ...n  failure  of  some  governments  gratify  the  pacf  on  time. 
#.  Flfty^twro  ebunfries  accounting  for  over  90  per  cent  of 

ir:-. -r.\-  foe  global  financial  services  rriaiftet also agreed [to  give foe ' 
^ ...  i   18  WTO  members  which  missedfoie  end-Januaiy  deaefooe-: 
,-■  until  June  15  to  ratify  thawxMti^^teggfflrislndiideite 

^   ...  —   important  financial  centre  of^xStibourg,  as  wqfl  a^Aus-i 
..  ̂    •   traEa,  Brazil and  Poland. 

TTw  part  to  enlarge  foreign  .’ 
T   '   instance  and  securWes  aer«^waM^3p&d^m‘,i  .\-'.  > 
T^1"' ""  r’  '   countries  in  Decembar  1 997  aftertfffic^nego^  :   •- 

_.  the  midst  of  foe  Asian  financial  cr^s.  hfa^ig^e^^^ay’at  -.. 
.   I'  decision  Renato  Ruggiero,  WTOdirector-geGe^*^ :   would  inject  a   measure.of  stabHtfy  :   ftSf 

••  -   financial  markets.  •   .   .. *   .<•"<*; -• 

Pto  ’"«•*  ‘   ~ ‘   Meanwhile,  foe  WTO's  generaT-a^un^ya^«^|  ;   .1 declined  to  issue  an^kiteipretatkxi  crfj/^  dfe^a^lie-^^^. 

hUhw*  •   .‘y  ment  rules  relating  to  compliance,  fop'stfbjecttt^^  .   <' 
y--  -   •   argument  between  foe  US  and  the  European  Unton  tefoeir 

-   "■  banana  battle.  '   v“.. 
**.,  *   ■   *   The  matter,  which  the  EU  put  on  foe  agenda,  has  been 

.   -   referred  to  a   more  genera}  ongoing  review  of  WTO  dispute 
TZ..  .   procedures.  Frances  WfiBam,  Geneva 

COSMEnCS  TESTS  ON  ANIMALS 

Brussels  ‘under  US  pressure’ 
The  European  Commission  is  imderwessure  not  to  amend 
its  cosmetics  rfirective  to  ban  the  use  of  IrHjrecfients  tested 

cxi  ankrals  becajseoffearatMtbe  inajgjo^  breach 
world  trade  rules,  according  to  .foe  Ro^Soc&ty  for  foe 
Prevention  of  Crusty  to  Animals,  the  feading  fJK  animal 

welfare  charity.  '   ’   •- 
The  RSPCA  claims  a   modification  to  the  ewstSng  direc- 

tive risks  not  being  adopted  because  of  jatoteste  from  the 

US  that  It  would  atit  as, a   barrier  tQ.trade^.  '•  4V.  %   • 
The  amendment  was  originally  Mended  foioutiaw  foie  ■ 

sale  In  foe  EU  of  cosmetics  which  )S>rrtai^kftied}ente  ' 
tested  on  animate,  inducting  those  lnaJOrtecL^OT  'putskie Europe.  ButBrussete  has  been  aiforised1hat.bqnfMng  prodr . 
ucte  that  were  not  tasted  in  Europe 

Alex  Ftoss,  R^CA 

wanted  to  ban  Impods.6fft^c^^Wfegh^^ps»i' .   . 

charts  thdr  rules  to  ■ 

being  aacdftcad  for  trade 
wa  today  tobby  the  British  pa6fete^»6pb^^d^  v 

tars  to  take  bp*toe  case  tfepugh  foe^^-^v  r ~   ̂   V1.'. 
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ucts.  ,   •••  ’■ .   "   - China  is  trying  crack  daMto^G 

and  on  foe  ntisusaof  irtetecii^ 

Its  bid  tg  enter  the  Wdrid  Ttak^e  Otg&« 
era  WTO  membera^  partio^foe^ 

want  to  see  China  take  *^gnger«foS 

right  piracy  before 
*!!«  vertlct  of  fob 

further  strengthen 

rights.’*  foe  hewspaper«><^'?c^fo 

lawyer,  as  sayfog.  AP-DJ,  Shaifoh^  ■ 
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for  Iflchiyo  Nakaaoto  in  Tokyo 

The  U$~  has  asked  the 

Japanese  goveromeqt  to  con* 
!   silky  setting  up  a   pew  -eco* !   nomic  forum  to  discuss  trade 
and  other  matters  with  the 
aim  of  defusing  problems 

before  they  cause  friction. 

Shqfi  Yana!,  Japan's  vice 
foreign  minister,  yesterday 

responded  favourably,  say- 
ing: “I  .beheve  it  woedd  be 

desirable  that  there  be  a 

high-level  mechanism. . . 
to  discuss,  wide-ranging 
economic  issues  and  to 
resolve  individual  trade 

issues  before  they-  turn 

into  major  problems.' 

The  proposal,  controver- sial in  both  Japan  and  the 
US,  comes  amid  growing 
■trade  tensions  between  the 
twD  countries.  On  Friday,  the 

US  Commerce  Department 

released  a   preliminary  anti- 
dumping  ruling  against  steel 
Imports  from  Japan. 

-Japan's  vice  minister  for 
international  trade  and 
industry,  Osamu  Watanabe, 

yesterday  infliraturi  the  Jap- 
anese government  would 

'respond  firmly  to  US  actions 
should  they  conflict  with WTO  rules. 

..“We  will  calmly  monitor 

how  the  United  States  fol- lows procedures  under  its 
domestic  law.  But  if  (US 

action)  conflicts  with  WTO 
rules,  we  will  make  our  opin- 

ions known,"  be  said. 

A   sharp  rise  in  Japan's current  account  surplus  last 
year  to  a   record  Yl5,8Slbn 

($i39bn).  which  was  unveiled 

by  the  finance  ministry  yes- 
terday, also  prompted  idee 

finance  minister  Kqji  Tan- 
ami  to  try  to  quash  criticism 
that  Japan  was  exporting  its 

way  out  of  recession.  “It  is not  likely  that  we  will  seek 

to  achieve  an  export-led 
growth.  It  is  not  desirable 

either.”  he  said. 

The  rise  in  trade  tensions 

has  prompted  calls  for  better communication  between  the 
two  sides  and  the  US  pro- 

posal for  a   new  forum  could 
be  discussed  when  Keizo 
Obuehi,  Japanese  prime  min- 

ister, visits  the  US  in 

May. 

The  refusal  of  the  finance 
ministry  to  discuss  problems 

the  US  sees  in  Japan's  imple- mentation of  the  bilateral 
insurance  agreement  has,  for 

example,  caused  resentment on  the  US  side. 

However,  the  idea  of  a   new 
forum  has  triggered  some 

opposition  in  Japan  where 

many  government  officials have  been  suspicious  of 

bilateral  arrangements 
aimed  at  negotiating  specific 

kgiw! 

Mr  Watanabe  of  the  minis- 
try of  international  trade and  industry  notes  that  a 

new  economic  forum  could be  useful  to  discuss  broad, 

global  issues,  but  would  be 
superfluous  if  specific  trade 
issues  were  to  be  on  the 

Japan's  experience  of  such 
bilateral  arrangements  in 
the  past  has  generally  been 
an  unhappy  one.  In  the 

fiunous  semiconductor  talks, 
Japan  was  forced  to  accept  a 
particular  target  for  foreign 

market  shore  in  the  domes- tic semiconductor  industry, 
much  to  its  chagrin.  The 

most  recent  arrangement, 

known  as  the  framework 
talks,  was  agreed  at  the 

highest  political  level 
against  widespread  opposi- tion from  Japanese  trade 

Japanese  government  offi- 
cials stress  that  trade  prob- 
lems in  particular  should  be 

discussed  through  the  World 
Trade  Organisation,  rather than  bilaterally. 

Turkey  acts  to  encourage  foreign  energy  investors 
By  Leyfa  Boulton  to  Ankara 

Turkey  ‘   has  taken  an 
important  step  towards 
removing  the  single  most 
important  .   obstacle  to 

investment  in  Europe’s fastest  *   growing  energy 

market,  the  country's  new 
energy  minister  said 
yesterday. 
Ziya  Aktas  said  •   his 

ministry  had  reached  a 

“gentlemen’s  agreement” with  the  Daxustay.  the 

country's  highest 

administrative  court,  that 
the  court  would  not  stand  in 
the  way  of  energy  projects 

requiring  International arbitration. 

The  constitution's  current 
requirement  that  the 
pazdstay  should  have  the final  say  in  any  disputes 

with  foreign  investors  is  the 

biggest  obstacle  to  Turkey's efforts  to  attract  over  the 

next  decade 'an  estimated 
$A5bn  in  private  investment 
to  satisfy  the  “energy 
hunger"  of  a   population 

which  by  2010  could  grow 
from  60m  people  to  80m. 
Mr  Aktas  recognised  that 

international  arbitration  was “a  must”  for  financiers  of 

deals  both  for  the  transfer  of 

power  plant  operating  rights 
to  private  companies  and  the sale  of  electricity  by  private 

■generators.  He  said  that 
contracts  could  be  approved 

by  the  Danlstay  even  before 
necessary  constitutional 
amendments  were  passed  by 

the  parliament  in  six 

months’  to  a   year’s  timo 

The  amendments  would 

allow  deals  to  be  defined 
simultaneously  as 
concessions,  which  are 

subject  to  Danlstay 
arbitration,  and  as 
commercial  agreements, 
which  are  not. 

Mr  Aktas,  who  is  part  of  a 
caretaker  administration 
that  will  run  Turkey  until 
elections  on  April  18,  said 

the  government  also  planned 
next  month  to  sign  a 

contract  to  buy  lObn  cubic 
metres  of  natural  gas  a   year 

from  Turkmenistan  over  a 
20-year  period.  The  gas 
would  be  transported  by  a 

331m  pipeline  to  be  built  by  a 
consortium  led  by  Bechtel  of 

the  US,  providing  the 
pipeline  sees  off  a   competing Russo-Italian  project 

announced  last  month  to 
transport  Russian  gas 

through  Turkey.  Mr  Aktas 

brushed  aside  analysts’ doubts  that  the  Turkish  and 

European  gas  markets  could sustain  two  new  pipelines. 
He  also  voiced  confidence  in 

a   separate  plan  to  build  a 52.4bn  pipeline  carrying 

ffogpiai?  oil  from  the  Azeri 

capital  of  Baku  to  Turkey’s 
Mediterranean  port  of 
Coyhan.  He  hoped  an 
inter-governmental 
agreement  between  the 
states  through  which  a 

pipeline  would  pass  could  be 
signed  by  mid-March, followed  by  the  conclusion  of 
agreements  between  the 
states  and  oil  companies 
involved  in  the  production 
and  sale  of  Caspian  oil. 

;   ;   •   •.  : 

^   .^KiritsiBuffett  has  been  labeled  a   quality 

myestot  So  we  took  it  as  a   huge  ’   . . 

ur  years  ago  when  he  chose  die ^   Netjets  fractional  aircraftbwnership  program 

■to  folfili  his  family's  personal  ttevd.  jaeeds. 
..  After  his  f3iniiy(Kperienced  Netje^  friendly 

.   and  reliable  service^lyln  Buffett  made  two 

more  decisions;  he  switched  his  business  _ 

.   ■   travel  to  Netjets  and  then  bought  dhe  company, 

making  Netjets  part  of  the  (Hstinguished '   Berkshire  Hathaway  Company.  , 

His  reasons  were  eje^ji:  Netjets  is  far  mid 

,   away  the  worldwide  leader  in  fractional  aircraft 

$   ownership.  It  has  thtelai^&t  fleet,  the  broadest . 
’   selection  of  the  world^frties^  aiicraft,  more  . 

t   fractional  ownersl^  rolutid^ 

\ .   service  mid'supp^'..and  eteoardfr^ 
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UK  groups 

urged  to  fund 
environmental 

secondments 
By  Andrew  Parker, 
Political  Correspondent 

UK  companies  are  to  be 

asked  to  provide  second- 
ments for  industrialists  from 

developing  countries  to  help 
improve  their  knowledge  of 
environment- friendly  work- 

ing practices. 
Robin  Cook,  foreign  secre- 

tary, indicated  last  night  the 
government  would  pay  for 
the  secondments  through  a 

“climate  change  challenge 

fund". 
“It  will  fund  projects  that 

will  help  developing  coun- 
tries to  build  up  the  capacity 

they  need  to  combine 
healthy  growth  with  low 
emissions  of  greenhouse 

gases,”  Mr  Cook  told  the 
Green  Alliance,  an  environ- 

mental coalition,  in  London. 
An  Anglo-German  forum 

on  the  environment  is  to  be 
set  up.  underlining  the  need 
for  European  wide  solutions. 

It  will  bring  together  minis- 
ters, business  and  non-gov- 

ernmental organisations. 
Mr  Cook  said  he  was  invit- 

ing “young  future  leaders 

from  developing  countries’* into  the  Foreign  Office 

because  “the  key  to  building 
a   global  consensus  on  the 
environment  will  be  to  break 
down  tlie  suspicion  between 
north  and  south.  We  in  the 

developed  world  need  to  con- 
vince the  south  that  our  con- 

cern for  the  environment  is 
not  a   form  of  protectionism 

in  disguise". The  Foreign  Office  will 
provide  £500.000  ($820,000)  to 
the  fund.  Mr  Cook  said  he 
hoped  UK  companies  with 
an  interest  in  the  environ- 

ment would  at  least  match 
this  sum. 

Menus  to 
detail 
contents 
of  modified 
foods 
By  DavW  Wightan, 
Political  Correspondent 

The  government  yesterday 
said  it  would  bring  forward 
the  introduction  or  rules  to 
force  restaurants  to  disclose 
whether  they  are  serving 
genetically  modified  foods. 

As  part  of  a   counter-offen- 
sive over  such  foods,  the 

government  said  it  boped  to 
bring  in  regulations  by  June 
requiring  menus  to  carry 
details  of  the  GM  content 

In  a   sign  of  the  govern- 
ment's concern  at  the  media 

backlash.  Downing  Street 

sought  to  use  the  prime  min- 
ister’s eating  habits  to  reas- 

sure the  public.  Declaring 

the  prime  minister  bad  “no 
problem"  with  eating  GM 
foods  it  said:  “The  prime 
minister  is  very  strongly  of 
the  view  that  this  product  is 
safe.  He  has  not  hesitation 

about  saying  that.” Critics  said  the  move 

smacked  of  “desperation" 
and  recalled  a   similar  dem- 

onstration or  confidence  by 
John  Gummer,  the  then  Con- 

servative agriculture  minis- 
ter when  at  the  height  of  the 

BSE  crisis  he  fed  a   beefbur- 
ger to  his  daughter. 

Government  insiders  say 
ministers  are  hampered  by 
two  main  constraints:  the 

fact  that  the  UK  has  tittle 

scope  for  independent  man- 
oeuvre and  the  fear  that  tak- 

ing a   tougb  line  against  GM 

products  would  jeopardise 

the  UK’s  world-class  bio- 
science  industry. 
Although  the  main  GM 

products  available  are  from 

US  companies,  UK  compa- 
nies are  heavily  involved  in 

technologies  involving  gene 

manipulation.  “The  worry  is 
that  if  this  thing  gets  out  of 

control  and  the  government 

is  forced  to  take  a   hard  line 

against  biotechnology  com- 

panies ,   they  may  Just  decide 

to  take  their  labs  somewhere 

else,"  said  one  industry  exec- 

utive. 
Another  problem  for  the 

UK  government  is  that
  regu- 

lation of  GM  food  and  crops 

is  a   European  Union  matte
r. 

Britain  could  not  impose 
 a 

moratorium  on  new
  GM 

foods  or  crops  withou
t  run- 

ntag  up  against  B
russels. 

The  French  did  that  an
d  are 

facing  legal  action  »
   tie 

European  Court 

Editorial  Comment,  Page  t5 

Poor  oil  prices  spell  troubled  waters  for  the  industry  ̂  ■   "             —   Cwmn  oauinn  art  Amvral  .   Sr" 

)   k! 

With  crude  languishing  dose  to  a   12-year  low, 
the  long-predicted  dedlne  in  the  sector  may 
be  about  to  begin.  Robert  Corzine  reports 

“The  challenge  fund  will 
enable  young  high  fliers  in 
the  key  industries  in  these 

countries  to  spend  time  in 
British  companies. 

“It  will  pay  for  carefully 
targeted  consultancies  and 

training  programmes,"  Mr Cook  said. 

He  added  that  the  Euro- 
pean Investment  Bank  was 

“keen  to  work  with  us,  fund- 
ing appropriate  projects  that 

our  challenge  fund  opens  up 

through  its  well-established 
banking  network  in  develop- 

ing countries’’. A   Foreign  Office  official 

said  the  climate  change  chal- 
lenge fund  would  help  devel- 
oping countries  move  from  a 

“high  emissions  target  to  a 

low  emissions  target”. 
He  added  that  the  specific 

uses  for  the  fund  had  not 
been  finalised  but  could 

include  financing  the  sec- 
ondments. 
Other  uses  could  involve 

paying  for  the  secondees  - to  include  officials  as  well  as 

industrialists  -   to  attend  UK 
higher  education  courses 
and  financing  seminars  in 
the  developing  countries  on 
climate  change. 
Mr  Cook  also  announced 

that  the  Foreign  Office 
would  be  inviting  a   secondee 
from  business  to  promote 

the  UK’s  environmental 
industry.  A   secondee  would 
also  be  brought  in  from  an 
environmental  organisation. 

Mr  Cook  insisted  he  had 

pushed  the  environment  up 

the  Foreign  Office’s  agenda. 
“We  strengthen  our  environ- 

mental policy  by  having  a 
foreign  policy  that  supports 
democracy,  human  rights, 

accountability  and  open-  1 
ness,”  he  said. 

Pro-British 
leader  faces 

opposition 
over  peace 

agreement 
By  John  Murray  Brown 
in  Belfast 

David  Trimble,  Northern 

Ireland’s  Bret  minister,  looks 
set  to  be  opposed  by  a   major- 

ity of  unionists  today  when 
the  regional  assembly  votes 

to  ratify  the  new  power  shar- 
ing arrangements. 

Mr  Trimble  is  leader  of  the 
Ulster  Unionist  party,  the 

biggest  pro-British  party  in 
the  region. 

Unionists  in  the  108-mem- 
ber assembly  are  evenly 

split.  But  one  of  Mr  Trim- 
ble's 28  assembly  members 

has  said  he  would  vote 
against  the  motion,  tipping 
the  balance  of  power 
towards  opponents  of  the 

1998  peace  agreement  bro- 
kered by  former  US  Senate 

majority  leader  George 
Mitchell. 

Peter  Weir,  a   UUP  assem- 
blyman, said  in  December  he 

would  vote  against  ratifying 
the  shape  of  the  new 
regional  administration 
because  the  deal  did  not 

demand  prior  handover  of 

weapons  by  the  Irish  Repub- lican Army. 

But  a   majority  unionist 
vote  against  Mr  Trimble  win 
not  change  the  result  of 
today's  vote  because  the 
motion  will  be  backed  by  the 
moderate  nationalist  Social 
Democratic  and  Labour 

party  and  Sinn  Ffiin,  politi- 
cal wing  of  the  IRA. 

The  issue  undpriim>K  the 
internal  challenge  Mr  Trim- 

ble faces  over  his  tentative 

rapprochement  with  republi- 
cans. The  assembly  is  being 

asked  to  approve  10  minis- 

tries and  six  “north-south" bodies  which  will  implement 

policy  in  co-operation  with 
the  Irish  Republic.  A   sepa- 

rate vote  will  be  taken  on 
setting  up  a   civic  forum  to 

bring  together  business, 
unions,  the  voluntary  sector 
and  churches  to  consult  on 
issues  of  mutual  interest 

But  Mr  Trimble  insists  the 
IRA  should  first  hand  in 
some  weapons  before  Sinn 
Fein  can  take  seats  in  the 

executive. 
A   spokesman  for  Tony 

Blair,  the  UK  prime  minis- 

ter, said  “The  prime  minis- 
ter believes  all  aspects  of  the 

agreement  have  to  be  met 
You  cannot  pick  and  choose 

between  them.  He  believes 

there  has  to  be  a   start  to 

decommissioning." 

Anyone  seeking  signs  of 
the  oil  price  collapse  in 

Aberdeen;  Britain’s  oil 
capital  In  north-east  Scot- 

land. may  find  themselves 
frustrated.  On  the  surface,  it 

is  business  as  usual:  helicop- ters shuttle  between  North 

See  platforms  and  Aberdeen 
airport,  and  house  prices, 

rivalling  London  and 
southern  England,  remain high. 

But  dig  deeper  and  u   is 

,   clear  Britain’s  offshore  oil 
industry,  •   which  until 

recently  accounted  for 
nearly  a   fifth  of  all  indus- 

trial investment,  and  which 
supports  more  than  380,000 
jobs  across  the  country,  is  at 
a   tinning  point  With  crude 
prices  testing  12-year  lows, 
many  wonder  whether  the 

long-predicted  hut  much- 
postponed  decline  of  the 
industry  is  about  to  begin. 

The  answer  is  not  straight- 
forward. Short  term,  there 

appears  to  be  little  danger  of 
a   collapse  in  output.  Wood 
Mackenzie,  the  consultancy 
based  in  Edinburgh,  the 
Scottish  capital,  believes 
about  93  per  cent  of  output 
from  the  UK  continental 
shelf  would  still  be  economic 

with  an  average  oil  price  as 
low  as  $7  a   barrel,  well 

below  the  present  range  of 
S10-S12.  It  also  predicts  UK 
oil  output  this  year  will 

surge  by  14  per  cent  to  a 

record  average  of  2J8m  bar- 
rels a   day,  as  companies 

seek  increased  volumes  to offset  lower  prices. 

A   steady  reduction  in  off- 
shore operating  costs  under- 

pins the  new  resilience  of 
the  industry.  Royal  Dutch/ 
Shell,  one  of  the  biggest  pro- 

ducers, says  its  operating 

costs  of  about  £2JK)  a   barrel 
are  three  times  lower  than 
its  1390  projection  tor  this 

period.  Technological  inno- 
vation, more  focused  man- 

agement and  new  arrange- ments with  contractors  and 

suppliers  account  for  much 
of  the  reduced  costs. 

But  the  price  collapse  is 
befog  frit  at  the  exploration 
and  appraisal  level,  where 

activity  has  plummeted. 
Given  the  cyclical  nature  of 
the  ail  business,  a   prolonged 
downturn  in  exploration 
would  have  a   knock-on  effect 
on  future  production  levels. 

Capital  spending  Is  also 
being  slashed.  This  will  hit 
UK  platform  fabricators, 

which  free  a   dearth  of  big 

field  developments  in  the 

pipeline.  Malcolm  Brinded. 
managing  director  of  Shell 

UK,  believes  sub-sea  develop- ments will  dominate  In 
future.  The  aim  will  be  to 

tap  the  many  small  fields that  surround  the  larger, 
developed  reservoirs.  Wells 
will  be  placed  directly  on  the 
seabed  with  pipelines  taking 

the  oil,  gas  and  water  mix- ture bade  to  existing  plat- forms for  processing. 
“There  are  plenty  of  small 

developments  in  the  £80m 
range,”  says  Mr  Brinded. 
“But  we  need  to  repeat  then 

quickly  and  simply."  That may  require  fundamental reforms  to  the  way  the 

industry  is  organised. 

A   new  government-indus- try taskforce  has  been 
charged  with  enhancing  the 
sector’s  competitiveness. 
“The  North  Sea  needs  to  be 

operated  differently,"  says 
Pierre  Jungels,  chief  execu- tive of  Enterprise  Oil,  the 
UK’s  biggest  independent 

explorer.  Enterprise  and 
Amerada  Hess,  the  US  oil 

group,  recently  looked  at combining  offshore  assets 

under  a   single  unit.  That 

idea  did  not  pass  the  discus- 

sion stage,  but  other  opera- tors may  find  more  compel- 
ling combinations. Mr  Brinded  says  tax 

changes  could  allow  more 
consolidation  in  individual licenses  allowing  companies 

to  build  meaningful  stakes. 

Other  big  producers,  such  as 
BP  Amoco,  want  relief  from 
royalties  on  older  fields. 
But  much  remains  to  be 

done.  Crine,  an  industry 

body,  believes  offshore  life- 
cycle  costs  -   finding,  devel- 

opment and  operating  costs 
-   can  be  cut  from  $12  a   bar- 

rel to  $8  by  2002.  In  the  early 1980s  they  were  $22. 

Some  savings  are  expected 

from  changes  to  the  way  the 

industry  organises  its  supply 

chain.  "We  often  never  know 
how  equipment  performs 

after  It  leaves  the  factory,” says  Syd  Fudge,  chairman  <rf 

the  Offshore  Contractors Association,  a   trade  group. Improved  technology  also  ̂  

figures  in  Crtaa's  thinking.  ** Cutting  the  cost  of  wells  is  > 

the  biggest  priority,  given 

that  they  are  the  most 
expensive  element  in  most 
offshore  developments. 

Although  day  rates  for  dril- 

ling rigs  have  fallen  from 
gmoofr$iso.BOO  last  year  to 
$50000480,000,  new  technical 
approaches,  such  as  slimmer 
wells,  could  cut  d rifling 
costs  by  up  to  a   third  within 

five  years  or  sa 

But  a   question  mark 
remains  over  furore  invest- 

ment levels  unless  crude 

prices  improve.  "Oil  prices 
at  $24*15  a   bane!  will  keep 

the  North  Sea  a   viable  bust-  ■ ness i*  says  Mr  Brinded. 
But  if  prices  stay 

depressed  for  several  years, 

the  long-term  outlook  could 
be  grim,  with  returns  on 
investment  in  small  fields 

struggling  to  meet  corporate 
hurdle  rates.  “It  will  be  hard 

to  stop  the  rot  once  oil  com-  - panics  stop  Investing,"  says  a   . 
Mr  Fudge.  “Investment  has  % 

already  slowed  down." 
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SCOTLAND  NATIONALIST  PARTY  UNVEILS  PROPOSALS  FOR  LOW-INTEREST  BONDS  TO  FUND  LARGE  PUBLIC  WORKS  PROJECTS 
—■!■>■■■■■■■■  I   ■   ■   ,   ,   ,   i   ,   ,   ,   -■>"        ,               ...  I~-  ■   —   ■■■»"  “ 

SNP  says  private  finance  scheme  must  go 

9*4  mw** 

friFm* 

By^owftoctDo  in  Edinburgh 
Hie  Scottish  National  party 
will  today  spdl  out  Its  deter- 

mination to  replace  the  pri- 
vate finance-  initiative  with  a Scottish  public  services  trust 

that  would  guarantee  low-in- 
terest '   bearing  bonds  to 

finance  large  projects.  The 
PFtis  an  effort  to  attract 
private  finance  to  public  pro- 

jects. it  was  inherited  by  the 
present  government  from  its 
Conservative  predecessor. 
PFI  is  being  used  in  .Scot- 

land for  three  hospitals,  a 
large  schools  rebuilding  proj- 

ect and  a   prison.  Alex  Sat 

mnnd,  leader  of  the  natimy>(. 
1st  party,  which  campaigns 
for  independence  for  Scot- 

land in  the  European  TTn%  j 
said  the  .new  system  would 
be  cheaper  than  PFI  and 

would  leave'the  assets  in  the 
hands  of  the  state  at  the  end 

of  the  30-year  borrowing 
period,  rather  than  In  the 

.   hands  of  the  landers,  as  hap- 

pens under  PPL  ‘This  Is  as 
imaginative  way  to  end  the 

present  rip-off  of  PFI  and 

.hind  new  assets,”  he  saw. But  the  scheme  was 
attacked  yesterday  by  Sam 

Galbraith,  the Scottish 
health  minister,  who  said  it 

would  add  to  flwpubhc  «e- -tor  debt.  Wmit  the  spending 

power  of  ti*  Scottish  parlia- ment and  .   halt  hospital 

arhBTT^fts  pow  rpripr  Way.  ' 

Under  the  scheme  finan- cial iwiHtntiiwft  would  issue 

bonds  on  the  international 

bond  market  to  .fund  public. 
winks  projects  in  Scotland. 

With  a   guarantee  from  the 
Scotflab-poWie  serrices.  trust 
the  bonds  would  pay  interest 

rates  as  low  as  4.75  per  cent, 
compared  with  the  g   per  cent 

Mr  Bnfrflfwid  1b  pftpn 

charged  for  lending  under 

PFL 

.   He  said  the  new  Edin- burgh Royal  Infirmary,  now Wring  built  under  PFI  and 

involving  borrowing  2200m. 
would  need  to  borrow  only 

£l28m  under  .the  SNP 
scheme.  The  PfT  "has  a   poor 

image  in  because  it 
is  seen  as  a   threat  to  public 

sector  jobs.  In  opposing  it 

the  SNP  is  ■ngn«i  with  Uni- 
son, the  largest  public  sector 

workers'  trade  union,  and 

the  British  Medical  Associa- 

tion, which  represents  fam- 

ily doctors.  ‘ 

Mr  Galbraith  ffW  finan- 
cial institutions  would  only 

lend  more  cheaply  if  a   gov- 
ernment institution  such  as 

the  Scottish  Office  guaran- 

teed the  debt  of  the  new  pub- 
lic services  trust  and 

assumed  the  risks  of  the 

project  But  if  that  happened 

the  debt  would  count  as  pub- 

lic sector  debt  "That  would 
mean  that  the  amount  of 
other  capital  expenditure 
which  a   devolved  Scotland 
could  undertake  would  be 

massively  reduced." He  said  the  SMFs  claim 
that  the  cost  of  borrowing 

for  the  Edinburgh  Royal 

Infirmary  could  be  reduced 

by  60  per  cent  to  £l2Sm  was "truly  Alex  in  wonderland 

politics". 

#   Ferries  win  no  longer  be 

able  to  take  doctors  to  two KrMtjgh  relnnrig  to  dftfll  With 

pwtwpwirtew  jn  tile  Mridrila  of 

the  night  because  of  EU-in- 
spired  working  time  laws. 
Caledonian  MacBrayne. 

the  ferry  company,  has  told 
residents  on  G£gha  and  Iona 

off  the  west  ooest  that  new 

working  time  legislation 
makes  the  emergency  ser- 

vice impractical. 
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PRIVATISED  COMPANY  CONTRACTORS  ARE  URGED  TO  REVIEW  STANDARDS  BECAUSE  OF  PEAK  LEVEL  OF  •UNSAFE  ACTS*   

Increase  in  dangerous  incidents  on  rail  network 

*   •**»*:  . 
A***** 
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By  ctwries  gatcMor, 

Transport  Coneapoodent  - 

Rail  track,  the  privatised 
owner  of  most  of  the  UR  rail 
Infrastructure,  plana  to  step 
up  its  safety  procedures  in 
the  wake  of  an  alanning 
Increase  of  Incidents  involv- 

ing contractora  working  on 
the  rail  network. 

The  number  of  "unsafe 
acts"  including  "near 

misses"  of  workers  on  the 
line'  and  problems  with 
incorrectly  isolated  sections 
of  electric  rail  rose  to  a 

record  level  in  the  four 
weeks  to  mid-November,  the 
company  said  yesterday,  to 
one  incident  a   safety  super- 

visor allowed  an  engineer's train  into  an  area  where 
men  were  working  and  was 
then  found  asleep  to  his  car. 

The  increase  to  incidents 

paused  by  contractors  con- trasted with  an  overall 

to  the  number  of  Hfe- toPfejM  tnrfitowts  an  the 
railway  to  recent  years.  The rfryWrw  to  safety  standards 

among  contractors  has 
forced  Rafltrack  to  renew  its 

appeal  for  them  to  raise standards, 

Rafltrack  has  been  under 
pressure  in  recent  months 
from  the  the  railway  inspec- 

torate, MPs  and  trade  unions 

over  its  management  of  con- 
tractors and  has  normally 

defended  its  .   record  of  deal- 
ing with  them.  The  transport 

comtoittee  of  toe  House  of 

Commons  warned  in  Decem- ber that  Rail  track  was  not 
monitoring  its  contractors adequately. 

It  has  been  criticised  for 
falling  to  properly  monitor wwipinin  new  to  the  rail 

industry.  When  the  former 

state  network’s  track  main- 
tenance companies  were  pri- 
vatised, many  were  bought 

by  civil  ftwgtmwiriwg  groups 
including  Amfiy,  Balfour 

Beatty  and  Jarvis.  Rail- track’s  concerns  are  revealed 
in  the  latest  edition  of  a   staff 
newspaper.  It  said  it  wanted 
to  bring  home  to  its  staff  the 
Importance  of  this  safety 
Issue. 

•   R£tny  XO  Special. 

Cognac,  Old  Cognac  blond,  aged  up  to  *35  years, 

tional \y  smooth  and  long  lasting./.’ 

NEWS  DIGEST 

A   total  off  ill  incidents 
was  recorded  in  the  four 

week  period  to  November  14 
and  the  average  In  recent 
months  has  been  18  per  cent 
higher  than  a   year  ago, 

aceowUng  to  th»  company’s latest  group  safety  report 

Two  contractors’  staff have  been  kflied  over  the 

past  year  while  58  have  suf- fered severe  injuries,  20 

more  than  the  previous  year. 

HEATHROW  ‘DISASTER1 

Engineering  group  fined 

$1 .9m  over  tunnel  collapse 
Balfour  Beatty,  the  engineering  company,  was  yesterday 

fined  £1.2m  {SI  .9m)  over  a   tunnel  collapse  at  Heathrow 

Airport  in  1994.  A   £500.000  fine  was  imposed  on  Geocon- sutt  GES,  the  Austrian  engineering  consultancy  firm  that 

monitored  construction  of  the  tunnel.  Both  organisations ware  ordered  to  pay  £100,000  in  costs. 

The  judge  at  London’s  central  criminal  court  called  the collapse  "one  of  the  worst  cfvfl  engineering  disasters  in  the 

United  Kingdom  in  the  last  quarter  of  a   century".  The  tun- 

nel, part  of  the  Heathrow  Express  rail  link  to  central  Lori’ 

don,  collapsed  in  October  1994  leaving  craters  at  tha  air- 
port and  causing  the  cancellation  of  hundreds  of  flights. The  fines  far  exceeded  those  imposed  in  other  cases  of 

breaches  of  health  and  safety  rules  without  loss  of  life, 
which  have  typically  ranged  between  2100,000  and 
£250,000.  Geoconsuit  was  convicted  on  two  charges  of 
fairing  to  ensure  the  safety  of  employee®  and  the  public 
last  week.  Balfour  Beatty  pleaded  guilty  to  the  sane 

chargee  In  November  1997.  The  tunnel  was  being  built 

using  the  "Austrian  method",  in  which  the  contractor  uses 
an  excavator  rather  than  a   boring  machine  and  uses  wire 

mesh  end  concrete  to  reinforce  the  walls  of  the  tunnel. 
This  minimises  the  need  for  extra  support  -   and  arts costs.  Vicki  Bakhshi,  London 

STATE  HEALTH  SERVICE 

Warning  over  tobacco  cases 
Proposals  for  state  health  service  hospitals  to  sue  tobacco 
companies  were  rebuffed  yesterday  when  the  government 
warned  court  action  would  be  illegal.  The  announcement 
came  after  It  emerged  that  health  service  managers  were 

considering  trying  to  recover  funds  from  cigarette  manu- 
facturers for  the  costs  of  treating  smokers.  But  the  Depart- 

ment of  Health  insisted  such  action  would  require  new  leg- 
islation, which  the  government  is  not  intending  to  pass. 

Dr  Bill  O’Neill,  ethics  and  science  adviser  to  the  British 

Medical  Association,  the  family  doctors’  group-  said:  "We 
believe  the  department’s  stance  on  the  legal  position 

needs  to  be  challenged.  The  government  is  understanda- 
bly reluctant  to  take  on  the  tobacco  companies  and  per- 

haps does  not  want  health  san/ice  trusts  [hospitals]  to  be 

seen  to  be  ‘spending  public  money’  on  this  legal  battle." 

PRIVATE  HEALTH  INSURANCE 

Bed  charges  anger  industry 
Bupa,  the  largest  UK  operator  of  private  hospitals,  angered 
the  health  Industry  by  demanding  an  increase  of  three 

times  the  rate  of  Inflation  in  charges  for  Its  beds  -   while 
the  insurance  side  of  the  business  tells  rival  hospital  pro- 

viders It  will  only  pay  a   near-zero  Increase  in  their  charges. 
The  move  came  as  Bupa  disclosed  in  confidential  corre- 

spondence to  private  hospitals  that  ft  faces  a   loss  of  more 

than  £20m  ($32. 8m)  on  last  year's  insurance  business. 
Others  In  the  Industry  accuse  Bupa  of  double  standards, 

while  private  medical  insurers  are  angered  at  the  implica- 
tions of  Bupa's  price  increase  for  their  premiums.  Bupa 

Hospitals  is  seeking  a   7.5  to  8   per  cent  increase  in  its  hos- 
pital charges  when  Nuffield  Hospitals,  the  third  largest 

group,  Is  raising  its  prices  by  only  2.5  to  3   per  cent. 
Fergus  Kee,  managing  director  of  UK  membership  for 

Bupa's  insurance  arm,  insisted  the  hospital  and  insurance 
sides  of  the  business  “operate  independently  of  each 

other”.  With  Bupa  Insurance  losing  money,  "we  are  doing 
what  any  business  in  our  postion  would  do,  which  is  seek 
the  minimum  prices  Increases  possible  from  our  suppliers 

right  across  the  Industry".  Nicholas  Timmins,  London 

MENTAL  HEALTH 

Psychopath  move  Shocking’ Dangerous  psychopaths  are  to  be  locked  up  Indefinitely  - 
whether  or  not  they  have  committed  a   crane  -   under  laws 
proposed  by  the  government  yesterday.  Jack  Straw,  home 
secretary,  told  MPs  that  some  people  with  severe  person- 

ality disorders  are  such  a   threat  to  the  public  they  should 
be  Incarcerated  even  If  they  have  not  yet  broken  the  law. 

He  accepted  that  "detaining  people  indefinitely  or  the 

basis  that  they  pose  a   danger  to  society  is  a   serious  step", 
but  “the  safety  of  the  public  is  our  prime  concern". 

But  John  Wadham,  director  of  Liberty,  the  civil  liberties 

campaign,  condemned  this  judgment  as  “shocking”.  He 
said:  “Proving  that  you  are  not  dangerous  is  almost  impos- 

sible and  there  is  no  doubt  that  some  people  who  are  no 

danger  will  be  locked  up." The  government's  plans  for  imprisonment  focus  on those  who  have  been  released  from  jail  or  psychiatric  care 
after  senring  their  sentence  for  previous  crimes,  and  those 

who  have  yet  to  commit  crimes  but  are  thought  to  be  a 
threat.  The  current  law  allows  such  people  to  be  detained 

only  If  "treatment  Is  likely  to  alleviate  or  prevent  a   deterio- 
ration of  their  condition'’.  They  are  held  in  psychiatric  hos- 

pitals. Simon  Buckby,  London 

OFFICIAL  STATISTICS  REVIEW  BY  KPMG 

Role  of  private 
sector  to  widen 
By  Simon  Briscoe, Statistics  Editor 

The  private  sector  is  to  be 

given  a   greater  role  in  col- 

lecting Britain's  official  sta- tistics, the  government  is 
soon  to  announce. 

The  move  follows  a   review 

by  KPMG,  the  consultant, 

commissioned  by  the  Trea- 
sury last  July.  The  aim  of 

the  review  was  to  improve 
efficiency  and  identify  poten- 

tial savings.  It  la  believed  to 
have  specified  contracting 

out  collection  of.  data  as  the 

way  to  provide  the  biggest benefits. 

The  Office  for  National 

Statistics’  3,100-strong  work- force could  be  cut  be  by  1,000 

tf  the  private  sector  takes  on 
wider  functions  and  the  ONS 

focuses  on  analysis  and  dis- semination. But  hundreds  of 

jobs  could  move  to  the  pri- vate sector. 

The  review  could  have  an 

impact  on  the  10-yearly  cen- sus, next  due  in  2001,  which 

is  expected  to  cost  more than  ElOOin  ($164m). 

But  contracting  out  data 

collection  for  other  surveys 
would  have  a   greater  impact 
on  the  ONS  structure.  The 

organisation  conducts  nearly 
100  business  surveys  each 

year  and  many  other  studies. 

The  government's  han- dling of  the  review  has attracted  criticism.  The 
remit  was  vague  and  many 
observers,  including  the 

House  of  Commons  Treasury 
committee,  felt  any  study 
should  have  been  carried  out 

as  part  of  the  government's 
recent  spending  review, 

which  set  out  three-year 
financing  plans  for  all 

departments. 
Private  sector  involvement 

in  data  collection  has 

already  been  tested  on  the 
retail  prices  index.  The  ONS 
considers  this  a   success  and 
the  government  plans  to 
retender  when  the  existing 
contract  expires  this  year. 

But  critics  within  the  ONS 

fear  the  quality  of  data  will 
fall  if  respondents  are  not 

answering  government  sur- veys because  of  fears  about confidentiality. 

The  move  comes  at  a   time 
of  upheaval  for  the  ONS. 
There  have  been  a   number 
or  recent  structural  changes 

in  the  organisation,  as  well 
as  complaints  by  senior  staff 

of  underfunding. 
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MANAGEMENT  &   TECHNOLOGY 
MAHASEMEWT  FLEXIBLE  WORKING 

Pathway  for 
pioneering 

performers 
Alison  Maitland  finds 

you  do  not  necessarily 
have  to  work  long 
hours  in  the  office  to 

get  to  the  top 

^   Part-time  work  is  still 
often  associated  with  low- 
wage,  low-status  jobs.  But 

a   sew  breed  of  highly  rated  man- 
agerial staff  working  fewer  hours 

is  emerging  in  many  of  North 

America's  leading  companies. 

A   study  of  87  part-time  manag- 
ers and  professionals  working  for 

a   wide  range  of  US  and  Canadian 
employers  has  found  that  many 

are  “star”  performers. 
The  researchers  admit  they 

were  surprised  by  the  success 
reported  in  the  survey,  which 
also  questioned  spouses  or  part- 

ners. senior  managers,  human 
resources  staff  and  co-workera. 
“These  kinds  of  jobs  are 

assumed  to  be  impossible  to  cus- 
tomise and  contain,  given  the 

responsibility  for  the  work  of  a 

group  of  subordinates.”  says 
Mary  Dean  Lee  of  McGill  Univer- 

sity’s management  faculty,  leader 
of  the  research  team. 

Senior  managers  cited  many 
reasons  for  approving  a   cut  in 

working  hours:  to  keep  outstand- 
ing staff  and  to  avoid  wasting  the 

investment  in  their  training. 
Many  of  the  87  managers  and 

professionals  -   who  included 
software  engineers,  human 

resources  specialists  and  finance 
experts  -   were  women  with  chil- 

dren under  10. 

They  were  generally  fairly 

high-level  employees  with  an 

average  of  11  years’  service. Their  salaries  averaged  nearly 
$60,000  (£37,000).  with  the  highest 
on  $140,000. 
The  45  organisations  involved 

included  AT&T,  International 
Business  Machines  and  Procter 

&   Gamble,  and  professional  ser- 
vices firms  such  as  KPMG  and 

Ernst  &   Young: 
On  average  the  sample  had 

reduced  their  weekly  working 

hours  from  50  to  32  -   by  working 
four  days  a   week,  rather  than 
five  or  more,  for  example.  They 

took  on  fewer  clients  or  projects, 
extended  deadlines,  dropped  less 
important  aspects  of  the  job  or 
moved  away  from  handling  staff 
or  clients  to  concentrate  on  proj- 

ect work.  ■ Their  performance  was  as  good 

as.  or  better  than,  before, 
according  to  most  of  their  senior 
managers.  Some  were  seen  as 
being  more  creative  and  prod- 

uctive because  they  had  achieved 
the  desired  balance  in  their 
lives. 

“In  general,  senior  managers 
tended  to  attribute  the  suc- 

cess ...  to  the  unusually  talented 
individuals  involved,  as  well  as 
to  increased  loyalty,  motivation 

and  commitment,’'  say  Professor 
Lee  and  her  co-author,  Shelley 

MacDennid  of  Indiana’s  Purdue 
University. 

Given  the  value  placed  on  such 

people,  a   crucial  question  facing 
many  employers  is  how  to  help 
them  advance  in  their  careers  if 

they  remain  part-time.  Only  10 
per  cent  of  the  sample  planned  to 
return  to  fall-time  work  within 
the  next  three  years. 
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Nine  to  free:  but  part-time  woric  is  gaining  acceptance 

per  cent  had  been  promoted 
while  working  fewer  hours. 

Having  a   supportive  senior 
manager  was  the  most  frequently 
mentioned  factor  in  making  the 
arrangement  work.  Significantly. 

70  per  cent  of  senior  managers  in 
the  survey  were  rated  as  highly 
supportive,  although  only  40  per 
cent  had  negotiated  the  original 

agreement 
How  can  senior  managers  help? 

The  research  suggests  they 
should  be  sensitive  and  creative 

in  solving  problems,  encourage 
dialogue  about  the  workload,  and 

But  a   quarter  were  unhappy, 

often  because  part  of  the  work- 
load had  been  shifted  to  them  or 

they  had  to  cover  in  emergencies. 
The  authors  say  such  concerns 

must  be  acknowledged  and  man- 

While  most  believed  they  had  made  some 

career  trade-offs,  two-thirds  did  not 

beiieve  their  progress  had  been  halted 

The  top  managers  commonly 
felt  jobs  above  a   certain  level 
could  not  be  done  on  a   shorter 

working  week.  Even  in  compa- 
nies prepared  to  experiment  and 

innovate,  “there  appears  to  be  no 
real  re-evaluation  of  the  tradi- 

tional career  path  to  the  top”,  say 
the  authors. 
This  is  echoed  in  negative 

statements  from  some  individu- 

als that  their  careers  had  “pla- 
teaued"  and  that  opportunities  to 
progress  would  only  arise  if  they 
resumed  full-time  work. 
However,  while  most  believed 

they  had  made  some  career  trade- 
offs. two-thirds  did  not  believe 

their  progress  had  been  halted. 
Many  talked  about  pursuing 

career  success  “on  their  own 
terms".  Of  the  whole  sample,  35 

assume  shared  responsibility  for  It,  limits  to  success  lay  not  in  the 

the  arrangement's  success.  nature  of  jobs  but  in  the  lack  of 
Problems  included  logistical  imagination  in  redefining  or 

difficulties  in  setting  up  meet-  restructuring  them. 
lugs  Redefining  jobs  to  be  less  Plenty  of  imagination  is  likely 
♦haq  full-time  was  not  straight-  to  be  needed,  says  Prof  Lee. 

forward,  senior  managers  said.  It  “These  people  are  the  pioneers, 
took  trial  and  error  and  the  They’ll  be  opening  doors  for 
arrangements  might  have  to  be  people  who  are  strong,  solid  per- 
frequently  fine-tuned.  formers.  I   believe  there  will  be 

Particularly  difficult  were  jobs  more  and  more  men  and  women 

involving  constant  crises  or  demanding  this  kind  of  arrange- 

nnpredictable  and  excessive  work  ment." demands.  , 

Many  co-workers  were  positive  improvising  New  Careers:  Accom- 
about  the  arrangements,  saying  modabon,  Elaboration,  Transfbr- 
the  professionals  and  managers  motion.  Available 
had  found  creative  ways  to  from  001  514  398  4030  or  emaib 
remain  accessible.  They  found  it  lee@majmpementmcgiU.ca 

By.  contrast,  many  co-workers 
were  concerned  that  the  part- timers  were  doing  essentially  the 
aainff  job  in  less  time.  More  than 

three-quarters  of  spouses  and 
partners  reported  a   better  family 
life,  but  a   minority  was  worried 
that  the  workload  seemed  as  big 
as  before. 

Making  these  arrangements 
work  is  often  left  largely  up  to 

Individuals,  the  report  concludes. 
But  corporate  attitudes  can  make 
all  the  difference.  What  was 

thought  impossible  in  one  com- 
pany was  considered  an  ideal 

arrangement  in  another. 
As  many  part-timers  expressed 

It,  limits  to  success  lay  not  in  the 

nature  of  jobs  but  in  the  lack  of 
imagination  in  redefining  or 
restructuring  them. 

Plenty  of  imagination  is  likely 
to  be  needed,  says  Prof  Lee. 

“These  people  are  the  pioneers. 

They'll  be  opening  doors  for 
people  who  are  strong,  solid  per- formers. I   believe  there  will  be 

more  and  more  men  and  women 
dpmandtng  this  kind  of  arrange- 

ment." 

improvising  New  Careers:  Accom- 
modation, Elaboration.  Transfor- 

mation. Available 

INFORMATION  TECHNOLOGY  BRIEFS
 

inspiring  that  high-level  employ- 

ees were  allowed  to  work  in  alter- native ways. 

or  web  address: 
wwto.  management,  mcgill.  caf 
faculty  Ireportjmdleel 

FujrfUm  plans 

colourful  launch  for 

world’s  smallest 

pixel  camera 

j   Weighing  just  8%  ounces  and 
!   measuring  4in  high,  the  world's 

j   smaflest  2^m  pixel  camera  wfll be  launched  fay  Fupfflm  in  April 

|   The  Japanese  group  saya  the digital  MXZ700  camera  produces 

;   files  of  sufficient  size  -   six 

megabytes  -   to  produce  dearer 
i   and  more  colourful  images. 

Within  the  pocket-sized  case, i   the  MX2700  has  some  special 

features.  These  include  an 
innovative  new  fitter  and 
enhanced  signal  processing  that 
offers  improved  dun  tones  and 
other  colourings. 

wwwJupblm.  cv.uk/cS 

Built-in  point 

of  connection 
increasing  numbers  of 
peripherals  such  as  printers, 
scanners,  speakers  and  mice  can 
be  connected  to  foe  computer via  a   Universal  Serial  Bus  (U93), 
writes  Goof  Wheelwright 

Some  digital  cameras  are 

being  fitted  with  USB connections  to  desktop  and 

notebook  computers.  But  you 

cannot  plug  these  extras  into  a 
single  USB  port  The  normal 

solution  is  a   USB  “hub”  -   a   box with  sockets  for  USB  devices 

and  a   connection  to  the  port 

ViewSonic,  the  US-based 
computer  display  manufacturer, 
has  developed  a   fine  of  efisplays 
with  a   bufft-in  USB  hub.  This 
enables  up  to  four  USB  devices 
to  be  connected  without  a 

separate  USB  hub. 
For  less  than  $1,500  in  foe  US, 

you  can  get  VtewSonic's  new 
Xtreme  Monitor  which  indudes  a 
21 -inch  display,  capable  of 

showing  Images  at  a   2,048  x 
1,536  pixel  resolution.  It  also 
boasts  a   four-port  USB  hub  to 
simultaneously  run  USB 

compatible  peripherals  and  “Host On  Screen”  software. www.viewsorric.com 

Online  archive  for 

legal  material 
Butterworth,  foe  UK  law  firm,  has 
teamed  up  with  Autonomy,  a   UK 

technology  group,  to  develop  an 

Smafl  issue  the  dgital  MX2700 

onSne  archive  base  with  17,000 

pieces  of  legislation  dating  from 

1267  AD,  and  300.000  pieces  of 
legal  material. Autonomy’s  software  reads, 

categorises  and  finks  thousands 
of  pieces  of  legal  knowledge. 
These  are  contained  within  two 
sources:  Legislation  Direct,  a 
database  that  indudes  every 

legal  act  and  statutory  instalment 
in  force  in  England  and  Wales, 

and  Halsbury’s  Law  Direct,  foe 50-volume  legal  bibte  compiled 

since  1908. 
The  software  provides 

subscribers  to  Butterworth's onSne  legal  information  service with  an  accurate  reference  guide 

to  English  and  Welsh  law. 
www.butterworth.co.uk 

Web  server  in  you r 

shirt  pocket 
Researchers  at  Stanford 

University  have  bufit-a matchbox-sized  web  server  that  . 
is  smafl  enough  to.  fit  kite  a   shirt 

pocket  writes  Vanessa.  Houhtor. 
The  computer  scientists  beOeva 
that  foe  computer,  which  was  . . 
made  using  off-the-shelf  .   -J 

components,  is  foe  smallest  ever buOt 

The  server,  which  is  less  than 
1.75  inches  high,  2.75  inches  , 

wide  and  0.25  inches  thick, 

consists  of  an  AMD  486-SX  . 
computer  with  a   66  megahertz 
central  processing  unit,  16 

megabytes  of  random  access 
memory  and  16  megabytes  of 
flash  read-only  memory.  K   te 
connected  to  the  internet  through 

a   parallel  port  and  runs  a cut-down  version  of  Linux,  a 
version  of  the  Unix  operating 

system.  Because  the  machine  is 
a   web  server,  it  does  not  need  a 
keyboard  or  a   display. 
The  server  is  one  of  the  first 

projects  carried  out  as  part  of  foe 

Stanford  programme  for developing  computer  fodwotogy 

foat  can  be  incorporated  mto 
dothing.  The  computer  could  be 

put  in  a   shirt  pocket  and  finked 

up  to  special  glasses  foat  can act  as  a   computer  display.  The 
researchers  are  working  on  a 
glove  as  a   possible  replacement 

of  the  keyboard  in  an  attempt  to 

find  a   compact  method  for 

inputting  data, 
MtpfJwaar9blas*tantbrd.*tu 

Alcatel  offers 

first  IP-PCX 
The  world's  first  internet 

protocol-powered  Private 
Communications  Exchange 
0PPCX)  has  bean  launched  by 

Alcatel,  the  French telecommunications  equipment 

group.  The  new  product  Is designed  for  integrated 
enterprise  voice  and  date  end 
fixed  and  mobile 

communications. 
-   Ofivier  Baujard,  president  of 

Alcatel’s  enterprise  anddata 

networking  activities,  sakfi  “The benefits  to  the  enterprise  are enormous. 

"As  voice  communications  are 
enabled  over  the  data  network, 

there  is  now  only  one  network 
and  one  manapement  system  tor 

the  IT  manager  to  control.  For foe  end-user,  there  ts  a   seamless 

transition  foat  offers  new 
business  benefits  through 
enhanced  IPbased  applications 

and  communications  tools.* 
wwMcafoatef.com 

Compaq,  Lotus  opt 
for  UK  system 

;   Compaq  Computer  and  Lotus Development  Corporation  have selected  Knowledge 

Management,  foe  UK 
consultancy,  to  contribute  its 
Knowtodgra.lrmovafion  software 

system  to  the  US  groups’ portfolio  of  products. 

The  system  comprises  a   wab- 
or  Notes-basod  ‘Innovations Space’  where  users  can  Identify 

problems  and  generate  solutions. There  is  also  an  online  trailing 
course  in  creative  thinking  toaU 

the  innovation  process. ' 
www.fcnowfedgeessocfefes.cry7) 
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TANZANIA  ELECTRIC 

SUPPLY  COMPANY  LIMITED 

PRE-QUALIFICATION  FOR  CONSULTANCY  SERVICES 
TO  DEVELOP  THE  ZAMBIA-TANZANIA  330Kv 
INTERCONNECTOR  PROJECT  FOR  PRIVATE 

INVESTMENT  CONSIDERATION 

ZESCO  LTD  of  Zambia  and  TANESCO  of  Tanzania  have 

embarked  on  the  development  of  a   330Kv  transmission  line  from 

Pensulo  substation,  Serenje,  Zambia  to  Mwakibete  substation, 

Mbeya,  Tanzania.  The  length  of  the  line  is  approximately  690km. 

A   techno-economic  feasfoility  study  has  been  done  by  an  inter  utility 
study  team  from  ZESCO,  TANESCO  and  ESKOM.  A   financial  and 

economic  justification  study  has  also  been  undertaken.  A   Power 

Purchase  Agreement  and  a   Pre-quaJification  document  has  been 
drafted.  Tariff  negotiation  process  has  commenced.  There  is  now 
need  to  identify  potential  private  investors  and  formulate  a   Request 
For  Proposal  (RFP). 

A   Consultant  is  therefore  being  sought  to  assist  in  the  Pre- 
qualification of  Potential  Private  Investors  and  to  prepare  and 

adjudicate  the  RFP  in  order  to  prepare  the  project  for  investment 
consideration.  The  Consultant  is  also  required  to  assist  in  setting  up 
a   realistic  program  of  events,  target  dates  and  formal  outputs. 

The  applicants'  expression  of  interest  must  be  in  English  and  must 
include  the  following: 

a)  A   comprehensive  individual  profile  or  company  curriculum  vitae 

b)  Organisation  structure  and  capacity  to  manage  this  kind  of 

project 
c)  Audited  financial  statements  for  the  past  3   years 

d)  Reference  for  similar  assignments  already  undertaken  within  the 

past  7   years  including  key  personnel,  work  done  and  time  spent 

on  similar  assignments 

e)  Contact  details  and  physical  addresses 

1)  Any  association/partnership  with  local  firms 

Expression  of  interest  should  be  addressed  to: 

The  Company  Secretary  OR  The  Company 
Secretary 

ZESCO  LTD  TANESCO  LTD 

P.O.  BOX  33304  P.O.  BOX  9024 

Lusaka  Dar  es  Salaam 

Zambia  Tanzania 

Fax:  +260  1   223971/237601  Fax:  255  051  113836 

And  should  be  received  not  later  than  12:00  hrs  on  Monday, 
15*  March  1999. 
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TIM  JACKSON 
ON  THE  WEB 

Free  rein  on  the  net 
Offers  of  connection,  software  and  hardware  without  charge 
could  push  the  internet  into  the  mass  market  very  rapidly 
“Follow  the  free"  Is  a   maxim 
that  has  been  quoted  several 
times  in  this  column.  What 
it  means  is  that  internet 
businesses  offering  their 

product  or  service  free  of 
charge  are  especially  worth 
watching,  because  word  of 
mouth  works  so  quickly  over 
the  internet. 

Netscape  was  tbe  first 
business  to  prove  this:  the 
beady  success  of  its 
oversubscribed  initial  public 
offering  was  largely  due  to 
having  given  away  nearly 
9m  copies  of  a   piece  of . 

browser  software.  MirabOis,  • the  company  behind  ICQ,  an 
Instant  message  toot  is 

another  example:  sold  to 
America  Online  for  $287m 
before  It  had  made  a   penny 
in  revenues,  the  company 

attracted  20m  usersin  two 

years  of  service.  And  Dixons 
JYeeServe,  a   no-cost  interna 
service  provider,  became  the 
biggest  online  service  in 
Britain  after  less  than  three 

months.'. 

Ifeere  is  no  reason  why 
freebies  should  be  limited  to 

I   software.  Cellular  phone 
I   networks  give  away 

I   handsets, andcaWe 
television  providers  give 

away  set-top  boxes.  Last  •   j 
week  saw  the  launch  of 
Free-PC  Inc  -   a   company !   based  in  suburban  Los  j 

Angeles  that  proposes  to  . give  away  30,000  Compaq  . 

Presario  PCs  with  free  .   '   - .   | internet  access.  There  is  . 

only  one  catch:  recipients  ' must  be  willing  to  see  I 
advertisements  as  they  use 

their  computers. 
The  company  won  some free  publicity  when  it  j 

launched  at  a   trade  show  on  ! February  8.  During  the  past  I 

week,  half  a   million  people  ! have  tilled  in  a 

questionnaire  on  tbe  web 

(wwwiree-pc.com)  in  the 
hope  of  a   free  computer. 

The  economics  are  simple. 
The  web  has  already  proved 
its  effectiveness  as  an 

advertising  medium  -   or  to 
be  mare  precise,  a 

direct-response  medium, 

since  advertisers  can 
instantly  track  how  their 

money  is  being  spent. 

Typical  advertising  rates 
on  web  sites  are  two  cents 

per  page  view.  Assuming  the 
Compaq  bores  cost  $500, Free-PC  would  need  to  . 

generate  25,000  page  views 

over  the  machine's  lifetime 
to  cover  hardware  costs.  If 

each  page  were  viewed  for  20 
seconds,  that  would  require 

138  hours  ctf  use  -   just  over  a 
year  at  10  hours  a   month. 

But  the  numbers  are  far, 

ter  more  attractive  than that  Instead  of  showing  only 
banner  adverts  on  web  pages 
when  the  PC  is  connected  to 

tbe  internet,  Free-PC  will 
show  them  all  the  time.  Its “customers"  win  get 

wiachinftB  that  shrink-  the 
screen  by  nearly  40  per  cent 
of  its  usual  sire;  with  a 
border  around  the  side  full 
of  adverts,  banners  and 

buttons.  To  wiglet  thpm  more exedting-than  typical 

internet  adverts,  which  have 
to  be  small  d&h&les  In 
order  to  download  quickly, 

the  PCs  wfll  reseirve  half 

their  4jgigabyte  hard  disk 

capacity  for  graphics. As  far  as  I   know,  nobody 
has  ever  dime  mass  market 

tests  of  responsiveness  to PCs  staffed  with  highly 
targeted  advertising  that  .   j 

changes  on  a   regular  basis..  J 

The  idea  of  a   computer  that 
reports  back  cm  your  usage 

(dialling  into  the  intranet  by 
itself  to  do  so  if  you  do  not 

use  tbe  net  frequently  ’• . 
enough  yourself)  is  a   . 

marketeer's  dream. 

The  company's  launch  has 
provoked  immediate questions  fronr  privacy 
advocates,  who  worry  about 

the  sale  of  personal  date;  I 

am  more  wiQjng.to  trust  - .   . 
Free-PC  on  tbis^when  it  can make  money  easily  by  . 

selling  only  aggregated  data, why  should  the  company  ; 

jeopardise  its  future  by  . 

invading  pepple'sprivacy?  .. 
One  busmesfriskls  about 

PC  usage  itself  -   unlike  . ,   J- 

cellular  phones  or  set-top  - 
boxes,  where  tbe  usage  of the  product  is  the  activity  , 

that  generates  continuing 

revenues,  it’s  possHiteto  use 
a   PC  heavily  without 
benefiting  advertisers.  How 
win  Free-PC  ensure  users  do more  than  simply  run 

spreadsheets  or  word 

processors?  .   -   .   . -   Five  years  ago,  this  would 

have  been  a   real  concau 
Today,  the  internet  is  such  a 
compelling  medium  that  it has  become,  the  reason  .why 

most  people  buy  computers. 

So  Bill  Gross,  founder  of- ideaLab,  the  company  that 

V&T,  we  ARB  GMHS.  AWAV  QwlfUfear 

Baee-sur  not  to  pspje  who  >- 

COULPNT  hf-Foto  CNE  H   ^ 

it 

:-y2SE 

spawned  the  idea,  probably 

has  tittle  to  fear  from  users 

who  unplug  their  PC  from, 
the  phone. 

The  company  wfll  start  to 
ship  in  the  second  quarter  of 
1999,  but  it  is  likely  that 

usage  data  will  be  sent  over the  internet  in  encrypted 

form  -   so  if  you  foil  to  use 
your  computer  as  promised, 
FreePC  can  find  out  about 
you  as  quickly  as  a   jail 
discovers  that  a   prisoner  on 

home  leave  has  disabled  his 

electronic  beeper.  - 
;   Some  pundits  have  raised concerns  about  the 

demographics  of  users. The obvious  weary  -   that  people 

won't  tell  the  truth  about 
what  kind  of  car  they  have 

or  how  much  they  earn  -   Is 
probably  simple  to  lay  to 
rest.  In  the  United  States,  it 

is  a   ample  matter  to cross-check  answers  against 

databases  of  drivers’ 
licences,  credit  card 

companies  and  zip  codes:  -   - -   A   pundit  quoted  online 
last  week  worried  that  the 

foot  the  PC  is  free  would  ' 
attract  exactly  the  poor 

customers  advertisers  don't want  to  reach.  This  seems 

unlikely:  wealthy  Americans 
are  often  every  btt  as  keen 

oh  bargains.  Ihe  500.000. 

respondents  in  the  first  week will  allow  the  company  to 

cherry-pick  the  best  2   per 

cent  of  potential  customers.  . 

j.  v   How  long  will  the  model l   take  to  spread  outsida  the US?  Probably  a   year. . 

.because  consumers  in  most 
other  industrial  countries 

have  to  pay  for  local  phone 

calls.  " 

There  are  other  possible 

business  models.  How  about 

free  PCs  in  libraries,  paid  for 

-by  advertising?  The  lack  of :. 

targeting  and  unattractive demographics  would  be  a 
disadvantage  -   but  in  Sflhpfe 

hours  of  use  per  day,  the 

idea  co&ldaasily  make  /   - :   - 
sensed  . 

'   Either  way,  the  moral  for 

internet  watchers  is  clear.  . 
Free-PC ,   and  imitators  that will  follow,  could  heJp  push 

the  internet  into  the  mass . 

.market  faster  than  anyone 

today  imagines  possible.' 

iimjacksm@pcbaz.cxm' 
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Generate 

de  Surveillance 

hires  diplomat 
$od&6  Generate  de 

Surveillance,  the  world’s 
biggest  Inspection  and 
testing  company,  has  hired 
Rolf  Jeter,  52,  a   Swiss 

diplomat,  in  a   bid  to  restore 
the  fortunes  of  its 

government  inspection 
contracts  business,  where  it 
is  the  world  market 
leader. 

SGS  has  traditionally  had 
a   70  per  cent  share  of  the 
market  for  providing 
governments  of  developing 
countries  with  pre-shipment 
inspection  services.  Its 
service  involves  checking 
shipment  details,  such  as 

price,  quantity  and  qualHy, 
and  is  designed  to  help 

governments  collect 
customs  revenues  and 

prevent  capital  flight 
In  the  past  it  has  been  the 

backbone  of  SGS’s 
business.  However.  SGS’s 
profits  collapsed  last  year 
after  it  lost  important 
contracts  in  Indonesia  and 

Pakistan  and  its  reputation 
has  been  tarnished  by  its 
association  with  money 
laundering  allegations  made 

against  the  family  of  Benazir 
Bhutto,  the  former  Pakistan 

prime  minister. 
SGS’s  decision  to  hire  a 

diplomat  to  head  the  most 

politically  sensitive  part  of  its 
business  is  the  latest  sign  of 
the  rebuilding  of  its 

management  team  in  the 

wake  of  last  year's 
boardroom  upheavals  which 
culminated  in  the  ousting  of 
Salina  Amorini,  a   member  of 

one  of  the  founding  famines 

and  company  chairman. 

Jeker,  who  tias  a   PhD 
from  the  St  G alien  business 

school,  has  been  the  interim 
head  of  the  Swiss  Federal 

Office  for  Foreign  Economic 

Affairs  prior  to  the  arrival  of 

David  Syz,  54,  a   Swiss 
industrialist  Jeker  has 
worked  In  over  60  countries 

and  is  also  chairman  of  the 

Swiss  export  risk  and 
investment  risk  guarantee 

board.  He  joins  SGS’s executive  board  in  May 

replacing  Serge  Pahud,  one 

of  Salim's  longest-serving 
lieutenants.  Meanwhile, 

Louis  Akkermans,  another 

long-serving  SGS  executive,- 
has  announced  his 

retirement  and  he  will  be 

replaced  on  the  executive 
board  by  Paul  Aferecht,  47, 

a   Belgian,  who  has  been 

with  the  group  since  1976 
and  currently  heads  its 

Spanish  operation. 
Wfffmm  HaH,  Zurich 

Green  steers  . 

Virgin  Trains 
Chris  Green,  formerly  a   Ngh 

flying  manager  in  the  UK's state-owned  British  Rail,  is 

to  get  another  chance  at 
running  trains  when  he  takes 
over  as  chief  executive  at 

Virgin  Trains  later  this ' 

month.' 

Green.  55,  faces  one  of 
the  most  challenging  Jobs  in 
tha  railway  industry, 

managing  the  introduction  of 

virgin’s  new  tilting  trains  and 
dealing  with  the  £2.1  bn 

upgrading  of  the  west  coast 
main  line  being  undertaken 

by  Raittrack. Modernising  one  of  I 

Britain's  busiest  rail  routes  j 
while  maintaining  a 

reasonable  service  will  not 

be  easy,  especially  since  the 

project  Involves  high-tech 
signalling  which  has 
contributed  to  long  delays  In 

completing  London 

Underground’s  Jubilee  Line 
extension.  Virgin  is  already 

under  pressure  for  poor 

quality  of  service. 
Green  has  spent  the  past 

two  years  heading  the 
business  consulting  group  of 

Gibb,  a   UK  engineering 

consultancy,  where  one  of 
his  tasks  was  to  help  Virgin 

drew  up  proposals  for 

Eurostar  services  to  the 
Midlands  and  the  math. 

Green's  connection  with 

Richard  Branson's  Virgin 

group  goes  back  to  the  early 1990s  when  the  two  men 

worked  on  a   plan  for  Virgin 

to  run  trains  on  the  main 

east  coast  line.  This  project 
was  overtaken  by  the  ̂ 

privatisation  of  the  entire  B8 network. 

Green  was  appointed  by 

BRto  head  the  sate  of 

Scotrall  but  he  dismayed  the 

government  and  many  in  the rail  Industry  by  resigning 

abruptly  in  February  1995  in  . 

disgust  at  the  way  BR  was ■being  broken  up, 

Cteries  Batchelor,  London 

New  names  at 

SA  Breweries 
South  African  Breweries,  the 

world’s  fourth  largest  brewer 

which  last  week  unvWto
d  -the- 

pathflnder  prospectus  for  Hs. London  listing,  is  beefing  up 
its  board  with  the 

appointment  of  four  new' non-executive  cftrectors. 

They  include  Lord 

Berwick  of  CSfton,  the  • 
British  ambassador  to  South 

Africa  from  1987  to  1991 

and  to  the  US  for  the  next' four  years.  Ha  is  already  a 
director  of  Billiton,  British 

Airways,  Canal  Plus, 

Compagnie  Financiers 
Richemont,  Liberty 
International  and  Robert 

Fleming  Holdings  -   owner  of 
Ihe  investment  bank 

handling  SAB's  London debut 

He  will  be  joined  by  Sir 
Robert  Fallow  es  who 

recently  stepped  down  as 

the  Queen’s  private 
secretary  after  eight  years  In 

the  job.  Now  vlce-chainnan 
designate  of  Barclays  Private 

Banking,  Sir  Robert  joined 

the  royal  household  in  1977  - after  a   career  in  the  City  as 

a   discount  broker.  ■ 

The  other  two  new  - directors  are  Hugh  CoBum, 
chairman  of  Chkoscrence, 

the  biotechnology  company, 

and  MDes  Moriand, 
chairman  of  Btakeney 

Management,  the  emerging 
markets  fund  manager. 
CoHum  retired  from 

SmfthKIine  Beecham  at  the 

end  of  last  year  after  nine 

yews  as  chief  finance 
officer. 

He  had  previously  been 
finance  director  of  Cadbury 

Schweppes  and  was  a 
member  of  the  Cadbury 
Committee  on  the  Financial 

Aspects  of  Corporate  -   : Governance.  His  existing 
non-executive  directorships  j 

Jakar  ta  SOS 

include  Safeway  and  BTR 
Slabs. 

Moriand  spent  30  years  in 
investmentbanking,  latterly 

with  Fust  Boston.  He  set  14) 

Blakeney  which  has  $300m 
■   under  management  and  is 
one  of  the  largest  investors 

in  sub-Saharan  Africa. 
Donald  Gordon,  who  is  to 

retire  as  chairman,  of  Liberty 

Life,  Is  atandtog  down  as  an 

SAB  director.  Among-the 

existing  non-executive  - - directors,  that  leaves  Cyril  . 

Ramaphoea,  the  former 
trade  union  leader  and 

African  National  Congress 

politician,  Michael  Lovett,  - 
chairman  of  Sanlam.  South 
African  Mutual  Life,  arid 

Hank  Sack;  Minorco  chief 

executive. ' 

John  Wffltown,  London  - 

Dunn  to  ASM 
Lithography 

Doug  Dunn,  the  Philips 

director  felled- last  October, 
has  a   new  job  that  means 
he  not  only  stays  in  the 
Netherlands  but  returns  to 

his  old  stamping  ground  in 

the  semiconductor  business. 

The  54-year-old  Briton,  who 
formerly  worked  for  Ptessey 
and  Motorola,  is  to  be  the 
next  chairman  of  chipmaking 

machinery  specialist  ASM Lithography. 

He  Joins  the  board  in  Aprs 
and  takes  over  at  the  end  of 

the  year -from  WWem  Marla, 
who  is  retiring  after  a 

10-year  stint But  the  move  may  bring 

with  it  a   few  awkward 
moments.  For  a   start,  Philips 

is  ASML's  largest 
shareholder  and  appoints 

two  of  the  six-stnmg 

supervisory -board.  Tha electronics  group  is 

committed  to  holding  its  24 

per  cent  Stake  at  least  until 

spring  next  year,  so  Dunn's 
early  months  are  going  to 

spent  wfth  former  coBeaguea 

looking  over  his  shoulder. 
Dunn,  who  headed  the 

consumer  electronics 

activities  of  Philip®,  toft  after 

it  rang  145  unexpectedly 

heavy  losses  on  its  moWe 

phones  venture  with  Lucent 

Technologies  of  the  
US.-  "■ And  there  lies  a   second 

potential  problem:  only  last 

month  ASML  entered  a 

cooperation  pad  involving 

LucenV  to  develop  electron 

beam  technology  for  u»  in 

chip  production. Gordon  Cramb,  Amsterdam 

Newchairman 

at  Wellcome 
The  workfs  richest  charity, . 

the  Wdkforhe.Truat^ls  to 

havea  new  chairman.  Sir 
DomMc  Cadbury,  chairman 

of  CacHxay  Schweppes;  wffl 
succeed  Sir  Roger  Gibbs, 

who  has  overseen  an 
extraordinary  period  of 

growth  during  his  10  years 
in  charge  .of  the  trust 

This  year  Wellcome  will spend  £400m  ($656m)  on 

medical  research,  eight 
times  more  than  In  1989. 

and  its  assets  are  worth 

£11.7bn.  The' trust  plays  sT 
powerful  role  in  UK  science, 

as  ft  showed  last  summer.  - 
when  It  agreed  to  match  the 

government's  £300m 

contribution  to  the  EfiOOra  - Joint  Infrastructure  Fund  for 
academic  research  fecffitJes. 

And  internationally- ft  is  the 

largest  single  contributor  to 
human  gene  sequencing. 

The  trust’s  wealth  used  to 
depend  on  its  ownership  of 
Wellcome,  tha  drug 

.   company,  but  Gibbs  has mastenrundad  the 

cDversifktetion  of  Its  assets  - 

a   process  that  concluded 
with  the  1995  take-over  of 
Wellcome  by  Glaxo. 

With  his  financial 
background  in  tha  City  of 
London,  Gibbs,  64,  is 

understandably  proud  of  the 
trust’s  investment 

performance,  which  has 

consistently  beaten  most 

market  Indices.  But  he  feefs 
that  Wellcome  would  benefit 

from  "having  an  outstanding 
business  leader  as  chairman 
as  It  enters  the  new 

millennium". Cadbury,  58,  has-devoted 
his  career  to  toe  family  « 

chocolate  and  soft  drinks 
1km.  He  was  chief  Executive 

of  Cadbury  Schweppes  from 
1984  to  1993  and  has  been 

chairman  since  1993. 
-   He  wOT  become  a   governor 

of  the  Wellcome  Trust  on 
June  1   and  take  over  as 
chairman  bn  January  1, 

2000  -   fenr  months  before 

his  scheduled  retfrement 
from  Cadbury  Schweppes. 

Cffve  Cookson,  London . 
Moving 

places •   Robert  Brown  has  been 

promoted  to  president  and 
chief  executive  officer  of 
Bombardier.  He  joined  the 
Canadian-based  group  in 

1987  and  latterly  has  been 

president  arid  chief 

operating  officer  of Bombardier  Aerospace. 
•   Gerard  van  der  Stett,  41, 

a   main  board  director  of 

NCM  Group  will  take  over  as 
chairman  of  the  managing 

board  of  NCM  Holdings  in 
March.  He  succeeds 

Maarten  Hulshoff  who  is 

I   taking  up  an  appointment  as 

chairman  of  the  managing 

board  of  Rabobank 

|   International 

•   LVMH,  the  luxury  goods 

group,  has  appointed Thierry  Artdretta  president 

and  chief  executive  officer  of 

Celine,  its  producer  and distributor  of  leather  goods, 

fashion  accessories  and 

ready  to  wear  apparel 
•   EasyScreen,  which 

designs  dealing  systems  for 

futures  and  option  markets has  appointed  Peggy 

Ogorefc  managing  director 
of  its  new  Chicago  office 
which  is  spearheading  its  US 

sales  operation.  In  1990  she 
was  elected  the  fret  female 
director  of  Chicago  Board  of 

Trade. 
•   Control  Risks,  the 

specialist  business  risk 

consultancy  has  made  a 
series  of  new  recruitment 
and  office  openings.  Larry 

Gurwfn,  joins  from  the  US 
Senate  Permanent 
Sub-Committee  on 

Investigations  to  lead  the 
investigative  team  to Washington  DC.  Mke 

Homer,  former  assistant 
commissioner  of  the  Royal 

Hong  Kong  Pofice,  joins 

Control  Risks  to  direct  its 

new  Singapore  office.  Jim 

W^gand,  has  joined  to  head 
up  tha  BrazUan  operations 

In  Sab  Paula  He  was  meet 

recently  managing  director of  Kroll  Associates  in  Sad 
Paulo.  Tom  Sterner, 

formerly  a   director  of 

PricewaterhouseCoopers’ Business  and  Investigative 

Services,  joins  as  associate 
director  of  the  New  York 
office.  Don  Coffins,  who 

joins  Control  Rides’  London office  as  fraud  investigations 

manager  Is  the  former 
investigations  manager  at 

Ftmbra  (one  of  the  original 
City  of  London  regulators) 

and  latterly  worked  for  the De  Vera  consultancy. 

•   Deutsche  Postbank’s 
supervisory  board  has 
appointed  WuK  von Schtawnalmann 

management  board 
chairman. 

•   Ronny  Vanstoonkiste, 
head  of  organisational 
learning  and  change  at 

Joseph  E   Seagram  &   Sons, has  been  appointed  to 

director  management  & 

organisation  development 

Philips,  The  Netherlands. •   Bn  Cuthbert,  39.  has 

been  appointed  to  the 
managing  board  of 
Rabobank  International,  the 

Wafieome  aboard:  Mlehaai  Dexter  (standing),  trust  director;  Sir 

Dominic  Cadbury  (toft),  chairman  designate;  and  Sr  Roger  Gtotw, 
chairman.  Sir  Henry  Wefloome  (founder)  is  pictured  and  in  bronze 

corporate  and  investment 
banking  arm  of  the 
Rabobank  Group. 

•   The  international  law  firm 
of  Paul,  Weiss,  RifWnd, 
Wharton  &   Garrison  has 

announced  that  Michael 

Gertler  has  joined  the  firm 

as  consultant  and  co-head 
of  the  Asia  Communications 

Group,  resident  in  the  firm’s Hong  Kong  office.  Formerly 

a   partner  at  Denton  HaH  in 
Hong  Kong  and  Baker  & 

Mckenzie  to  Sydney, 

Gertier's  practice  has 
focused  on  regional  media 

and  telecommunications 

projects  since  1989. •   With  effect  from  April  1 
Bernard  van  Schalk,  47,  win 

be  appointed  director  of  the DSM  Coating  Resins 
business  group,  Zwolle, 

Netherlands.  He  is  currently 
director  of  the  Coating 

Resins  business  unit  of  DSM 
Resins.  Jos  Schneiders,  47, 

has  been  appointed  director 
of  the  DSM  Industrial  Resins 

&   Compounds  business 

group,  Zwolle,  Netherlands. 
He  is  currently  director  of 

mergers  and  acquisitions 

and  technology  at  DSM's 
corporate  planning  and 

development  department. 
John  Prool,  52,  the  current 

director  of  the  Industrial 
Resins  &   Compounds 
business  unit,  has  been 

appointed  director  of manufacturing  excellence  as 
well  as  operational 
excellence  coordinator. 

People  on  the  Move  is 

edited  by  Lisa  Wood.  Phone 00  44  171  873  3605. 

Another  Deloitte  Consulting  Difference 

DELOITTE 
CONSULTING: 
We  know  what  works. 

Confidence  is  one  thing. 

Arrogance  is  something  else  altogether. 

At  Deloitte  Consulting,  we  never  presume  to  have  all  the  answers. 

Because  weVe  learned  over  the  years  that  certain  insights 

can  only  come  from  inside  our  client's  organisation. 

Which  is  why  we  work  coflaboratively  with  you. 

And  treat  everyone  with  respect  It’s  all  part  of  a   working  style 

that  has  proven  to  secure  employee  buy-in  to  changes  at  hand. 
Which  ensures  the  complete  transfer  of  the  additional  knowledge 

and  skills  your  people  will  use  to  deliver  the  promised  returns 

of  any  new  strategies  and  technologies. 

For  results  you  can  count  on  today. 

And  build  on  tomorrow. 

I   A   very  different  approach.  For  very  different  results. 

Deloitte &Tonche  Consulting 

Group 

www.dtcg.com 

01998  Motor  4   Taodvr  Carnalting  Groap  Ltd. 
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aims i   ii  \   cj 
Surveyors,  Valuers  &   Agents 

I   South  \V 

NchsngHqme 

Recoded  for  36 

"   Detected  properly  whb  modern 
emnrion. 

■   24  sinfikB  and  fi  twins. 

«   High  occupancy  -   mwifaii 
tcpuuooo. 

■   T/D£S48JI8  June  1998  tdmfi). 

*   Close  to  town  centre 

£795400  FREEHOLD 

Brixof  Offer*  RrfH/FTMlAlAl 

01179331500 

||  XOKTHA.Mf’TONSHIUL  j 

Reshniul  Cue  Ho#« 
Registered  hr  33 

■   Majority  popw  beflt.  23  (ingles. 
4   twin*  (26  en  snke>. 

*4  »[,,  lift. 
■   WeU  estaUabed  with  exedkoe 

reputation. 
v   r i   imiTH-i  i 1   i   it  lofChCQ  31ld  hUiidlJf. 

•   Sits  in  approximately  IS  acres. 
EISQJXn  ntEEBOLD 

Mdum  Krjma  Office  R*fU/FT80SSMBl 

|1  Si  i   nun  am> 

Euau  Horn,  temanx 
-Qmraacrfnl  ffgtihnd  family 
•   Beared  location,  only  hotel  m 

wllaga.  Ekkmtc  or  poking. 
•   21  bedroom,  2   tflnlng  roams, 

lomgetac •   Excellent  T/O  end  profit  nwgms. 

•   Good  forriee  areas. 

aSMOOPRUHOU) 

01315576006 

REsnwnuL  Cake  Home 

Rbgbkrsdkjr25 

*   21  i4ngW.  2   *»*!>» 
•   ApprtxiflMefy  2   miles  from oam'iwwn  centre. 

•TO  year  cad  May  1998  £191.531. 

£275,600  FREEHOLD 

Nawonb  Office  R46VFT7S77 

01912221740 

Ll-.lt.LVl  I. KM  lilt) 

iL+ivfujTfr 

West  Midlands 

Kesdbrial  Cab*  Home 

Roistered  for  23 

•   Specialist  cm  home. 

>   15  single*.  4   doubles  (some 
at  suite].  Shalt  lilt 

-   Consistently  Ugh  occupancy. 

■   Mam  road  hnaon  Car  path  (8). 

£545,000  FREEHOLD 

BermgtaM  Office  Ref  5S/FT72365MAJ 

01214561222 

On  m   Iwnwcnaw  or 

Mr  R   Rbrs  and  Mr  M   Shdss  of 

PrkzWajerboiseCookss 

joint  Admnsteaxive  Recavnts 
of  DoroNcitiN  Nursing  Homs 

Regstekkdfor34 

•   26  nvaieg  sod  8   residential. 
•   Single  storey  eoasavedatL 
.fYni+ng  wf»W 

£375^M  FREEHOLD 

Noamgbm  Office  ffsf  SJ/FTKDM/8 

01159483100 

Offices  at:  London  ■   Bipkincham  -   Ba:stol  •   Edinburgh 

Exeter  •   Glasgow  •   t?sw>cw  •   Lsscs  •   Maidstone  Manchest;  r 

Milton  Ketnes  •   Newcastle  Nottingham  •   Winches rt?. 

INTERNATIONAL 

HAULAGE  COMPANY 

  FOR  SALE   

•   South-East  based 
•   Turnover  £6m+ 

•   Excellent  profit  record 

•   Established  over  20  years 

•   Owner  seeking  retirement 

Apply  Box  Nol  B6292,  Financial  Times, 
One  Southwark  Bridge,  London  SE1 9HL 

sf:i.ij\(.  voi  r   ih  simss? 

We  have  da  iiBs  and  experience  a>  achieve  dc  best  price  (or  yuw 
Khjnrvx  ao.1  umnun-  lh»  ilwil  Innchifnw  imirirmim  m   iflchpcy 

If  yen  me  considering  a   sole  and  your  unower  etoeeds  £lm. 
we  would  Uhe  to  aft  no  you. 

Oor  dnrecs  are  ta>cd  bu&dy  on  resubs.  sa  you  have  lade  10  lose.  For  a 

mnfidwmal  (fanwdnn  wfthare  pnramifmam  plane  rantna  I-ence  RlaAanne  ae 

lihtdvSUHK1 

Franks 

Hsgfr  quality  publishing  house  fftokafrtlpg'; 
publishing  a   range  of  buslmss  to 

on  Industry  and  financially  rotated  topics,..,  +   • 

Company  he*  IMft  quaa^y  wmpmeR  and  omm*.  cwaihdaWi  *'  •   2 /'j?* 
wortd wMb blue oUp cummner bant.  i.*, 

•HMsimara  of  £J  niHon  raqulrad  to  minority oaks  tan  «*»  eddKt  partner1  ̂  

.   The  tunda  w«  ba  mad  to  ‘cqmpatB'  me  daatQpiaot  end 
ncftmi  new  prafaolawah  mown  potmal.  . 

Ort»  Prindp*  «M  la  mepondad  in.  " 

LIQUIDATIONS 
RECEIVERSHIPS 

AUCTIONS 

200-400  listed  every  week 
to  the  PAGE  1   REPORT 

BUSINESS  RESALE 

120+  different  businesses, 

auctions  and  property  sales 
listed  every  month. 

0800  389  5504 

Fax :   016S2  680867 

LAillES^O 

HEALTH. 
» 1S.50O  sq  ft 

• 1600  current  mtsnbtes- 
•   Niche  Market  . 

-*  ExceUent  Profits 

•   Liverpool  City  Centre 
•   Owners  Retiring 

•Long  Lease 
•   £295.000 

Ring  0151  625  8047 

Johnson  Brothers 
(Redditch)  Limited 

77»  Joint  fitimristrttMtoceiws  after  for  sale 

as  a   going  concern  the  business  and  sssea  of 
Johnson  Brothers  (FteddiKhl  Limited 

Keyfoatums  of  tfw  waff  esaWisfwdUjto 
AdwYmss  located  at  three  atos  arc 

m   ftedtiftcfr  20,000 sq.  ft  showroom, 

workshop  and  offksos  on  0.75 acfo  fraohold 
sUb  and 6,000 sq.  ft  basahoV  bodyshop 

m   Bromsgrova:  5.000 sq.  ft  shoumomand 

veticis  preparation  area  on  02  bob  fmahokJ 
site 

m   Worcester  4,500  sq.  ft  showroom  and 

workshop  on  0.16  acre  freehold  sits 

m   Car  stodes  era  50  new  and  50  used 

vehicles 

m   Turnover  circa  £13  nation  p.a;  some  350  new 
ancl 320  used  vahidea  sold  pA 

For  farther  information  please  contact 
the  Joint  Administrative  Receivers: 

WHIfamTbcoh  or  Kim  Rayment,  Ernst  & 

Ybung,  One  Cofmore  Row,  Birmingham  B3 
2DB.  Telephone:  0121 232 4151 

sU  Ernst&Young 

Tank  Container 
Manufacturer  f 

Burscough,  Lancashire 
Universal  Buk  Handing  Ltd  (In  ReceiversHp)  is  the 

recognised  market  leader  in  the  manufacture  of 

intemiodai  tank  containers  of  standard  and  unique 

appfcatkttsservfrigaworkJ-vAde^ 

■   Annual  tunover  circa  E25m 

■   Business  estabfished  for  almost  40  years 

■   Recognised  banded  products 

■   SWIed  workforce 

■   Leattog  edge  technology  | 

■   Innovative  design  team.  1 

For  further  detafls  contact  the  Joint  Administrative  | 

Receivers:  Makx*n  Shferson,  Andrew  Conquest  or  » 

Scott  Barnes  at  Grant  Thornton,  1st  Floor,  Royal  Uver  | 
BuWng,  Liverpool  L3  IPS.  | 

Tel:  0151  224  7200.  Fax  0151  227 1153.  S 

Web  S&e:  http-yMwwgHrt-thomtmauk 

Grant  Thornton* 
Ha  IK  nMOMf  arm  ol  Qrm*  Thonmn  MmM 

by  6e  fcgBtuia  etChatawd  Acwuwao 

BDOSTOY  HAYWARD 
BY  ORDER  OF  THE  JOINT 

ADMINISTRATIVE  RECEIVERS 

D.  J.  POWER  FCAJcG  MACMILLAN  FCA 

IN  THE  MATTER  OF 

MEMSOLVE  LIMITED 
and  its  subsidiaries 

(trading  names  inchide: 

Eagle  Direct  &   Atlantic  Systems) 

•   Wholesalers  &   retailers  of  PC  components, 

packages  and  peripherals 

•   Annual  turnover  in  access  of  £50  mSlkm 

•   Strong  commercial  and  general  customer  base 

•   Head  Office  at  leasehold  premises  in  Widnes 

•   Skilled  and  loyal  workforce 

Enquiries  should  be  addressed  to: PaulKaley  IDHA 

BDO  Stay  Hayward  CRI  |   DtAJ 
Peter  House,  Peter  Square 
ManrhmterMl  SAB 

Tel:  0161 236 1955  Fax:  0161 228 1929 

ELECTRICAL 

WHOLESALER 
4-  Long  artabfiahad  and 

consistently  praftabte 
company  servicing  national 
accounts  for  sale 

♦   Tumovsr£3nH 

from  3   branches 

Principals  write  (o: 
Bax  B6288,  Financial  Times, 

One  Southwark  Bridge, 

London  SE1  9HL 

iM-iNti  K/Mr  i   n   nm 
SiHllIll  !';1  1 1 !l I i .1 

1   !m|' ii»i  "   I   *   ■   r 

*   Sub  Contract  Michming 

*   Specialist  Macfaina 

Manufacture 

*   profitable 

*   Dedicated  Staff 

Pdadpks  only  apply  xoi 
Bax  B6296 

Financial  Times 
One  Southwark  Badge 

SE19HL 

TTTTU 

Tbo  two  iradiag  sdmdmriB  of  an 

—g.  y-"‘T 

1.  PrecWoo  Aett  BMbd  bAfkadoa 
cufp«ay.Tianova~£l  Ja.  baaed 
Wat  London. 

Cwemay.  TWaorer  BhTm.  based 

Samh  Coast. 
OSes  Win  be  cooridcred  Ter  die 
bosiaesaes  taflyid— fly  onpgthet. 

Contact:  A   Cogbten,  Smmels  Corpenm 36A  West  Street.  Reipie, 

Surrey  RH29BX TO:  01 737  741414  Fax:  01731  241225 

ELiU- 

A   profitable,  high  growth  US 
meniActurarandt&trlbutorofa 

unique,  high  value  product  used 
by  homeowners  end  prafnstonel 
sendee  trades  seeks  buyer  w9h 

either  menuhctwfng  or 

dtoributlon  estpettin  to  take  the 

company  to  the  next  level  and realize  is  M   global  potantW. Please,  reply  to: 

PlneneW  Times  Bax  ABC2D9 
No.  1   Southwark  Bridge 

London,  England  SE1  9HL 

home  for  me  ekfeHr  for  sse 
due  to  crniada  raftamanL 

Beaad  h   North  Waat,  asetoni 

aoapmxy  of  23  beds  wth 

ppfaraddUanaf  16beds. 

Reohoid  property  • Principals  only  rapiy  to: 

Finance  /   Leasing 

Company 

*   ConmerealfcooBnuar  Agouti 
*   Balances  area  £13M 

*   Good  aneaa  statisdes  * 
*   ExceOestt  profit  record 
*   Scope  for  expansion 

3ex  S6;?3  Fnaaci.n  Tme* 
Or':'  :-.vr*< Oridoc. 

Lor.wrt  Sg:  £<HI 

Medical  Laboratory  Servi
ces  Business  in  Ontario 

MED-CHEM  HEALTH  CAR
E  LTD. 

PricewaterfwuseCoopers  a.  Court  appointed 

its  interest  in  the  business  and  operating  a^of 

a   leading  provider  of  medical  labor
atory  testing  servt 

Key  Investment  highlights: 

•   Existing  17%  share  of  Ontario  
market  of  over  $400  million •   Current  annual  revenue  of  $80  million 

•   Custom  built  92,000  square  fo
ot  Toronto  laboratory 

•   Sufficient  laboratory  capacity  to
  increase  revenue  to  $ 

■   90%  of  company  revenue  from 
 Ontario  Government 

•   Excellent  opportunity  for  new  or  exis
ting  industry  operator 

For  more  information  on  this
  unique  opportunity  and  the

  terms  and conditions,  please  contact 

Phone: Fax: 

Richard  Haygarth 

(416)  815-5079 

(416)  941-8494 

Lori  McDougall 

(416)  814-5879 

(416)  941-8494 

PRICEW^ERHOUSi&lPERS  @ 

Food  and  drinks companies  for  sale 
A   number  of  private 

companies  in  differem 
sectors  of  the  food  and  drinks 
industry  for  sale. 

AH  companies  are  ptofiaMe 

and  growing,  with  profits 
ranging  from  £RV000  to £1,000000. 

Principals  only  please 

Box  NoBS2»,  Fatal  Tm 

Ok  SoWat  Bii^e.  LmtaSEl  «*. 

WUpMd/fo 

The  Joint  Administrators  Peter  J.  Yeldon
  and  Peter  G.  Mills 

Offer  for  sale  the  business  and  assets
  of 

C.T.S.  (Holdings)  Pic 

C.T.S.  (Contract  Interiors)  limited 

C.T.S.  (Joinery)  limited 
•   Principal  activities  are:- 

ConuDcrcial  property  mainienance Interiors  contracting  Bespoke  joinery  manufeenmng 

•   Cgptffrt  flming  htmnw«  for  sale  based  in  Kent 

•   Croup  turnover  circa  £5m 

9   F   in  Huntingdon  and  St  Neots 
•   Dedicated  and  experienced  workforce 

•   \Vdl  established  and  hhte  chip  customer  base 

For  contact  Margaret  WOfiamaon  at  the  offices  of: 

Smith  &   WDfiamson 
No  1   Riding  House  Street.  London  W1A3AS 

Tet  0171  637  5377  Fa c   0171  323  5683 
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Portsmouth  Football 
Club  Limited 

(In  Administration) 
The  Joint  Administrators,  Tom  Burton  and  John  Arid,  offer  for  sale  as  a   going  concern 

dhe  business  of  Portsmouth  Football  Club  Limited. 

■   Nationwide  Fust  Division  Football dub.  . 

■   Previous  League  Champions  and  FA  Cup  Winners. 

-   ■   Established  for  over  100  years. 

■   Current  alLseater  stadium  capacity  in  excess  of  19,000. 

■ .   5-3  acres  of  freehold  land. 

For  further  information  please  contact  Tom  Burton 

or  John  Arid  ac- 

Kidsons  Impey,  Enterprise  House, 

83a  Western  Rd,  Hove,  East  Sussex,  BN3  1LJ. 
Tet 01273720311.  Fax:01273  746634-  Chartered  Aeesi.ot.Dti 

Business  Advice  That  Counts 

KIDS0NS 

IMPEY 

ROBERT  BARRY ■   PiLyJ# 

RETIREMENT  SALE 

Rsc  ifpcrtumiy  to  ocquiir  a   proCubk 

'jwialucJ  wviJwurkiHg  busmen  on  (he  s»«h  const. 

•   Tummcr|TOcinly  £600K  ♦EgaMbhcd  1984 

•   Expjnsiiin  pmcrOui  fiwn  Ai  preutt  niche  mariuj 

♦   Molcm  wnrtabop,  Ualkil  warkfiro,  wuh  a   ifivesc  diem  ba&e. 

trpobiE  m   fttxc  from  a   rdsrd  tukprend  wrAfag  to 

aanriy  nuoage  tfak*  corapsny. 

Pkaw  ranuct  rilkrr  Jure  Vtatnj  oo  01705  231006 
or  Box  B6285,  Financial  Times,  One  Svathwark  Bridge,  London  SEI 9HL 

RARE  OPPORTUNITY 
Rapidly  Expanding  Asbestos  Removal  Company 

South  West  of  England 

98  VO  £860000  -   net  profit  £535.000 

Projected  99TJD  £1J  milfioo  -   net  profit  £800:000 

Voy  Low  Cqrial  Bata 

£32  afllion 
Bn  no  B63S^  HsaadtrOaet.  No  1   SmftwBi  Seidvi.  Laedat  SEI  9HL 

By  Order  of  the  Directors  of  Manor  House  Hospital 

MAJOR  SALE  BY  AUCTION 
THE  ENTIRE  CONTENTS  OF  A   MODERN 
77  BED  HOSPITAL  TO  BE  SOLD  IN  LOTS 
ON:  Tuesday  168)  March  1999  at  10.00  am 
VEW:  Monday  15th  March  1999  BjOO  am  to  4no  pm 

AT:  Manor  House  Hospital,  North  End  Road,  Solders  Green, 

'   London  NW11  7HX 

colour  brochure  and  cataiogua  Is  available  from: 

TO:  444(0)171-405-5501 

Ftoc  +44(0)171-242-^09 

Email:  barayhutchar^uctfonseiSaLpipaxxM 

,   *   *   HENRY 

J BUTCHER 

szszszn 
Invitation  for  Concession  Tender 

MUNICIPALITY  OF  SOFIA,  BULGARIA 

WATER  AND  WASTEWATER  SYSTEM 

The  lender  Commission  on  behalf  of  the  Municipality  of  Sofia,  Bulgaria,  announces  a   multi-round 
tender  for  the  selection  of  a   Concessionaire  to  manage,  operate  and  finance  the  Sofia  Water  and 

Wastewater  System  as  set  out  in  the  decision  of  the  Sofia  Municipal  Council  for  the  opening  of  a 

concession  procedure  promulgated  in  the  State  Gazette  No.  3   on  12  January  1999  (the  “Decision"). 

Tender  Documents  for  Round  1   (“Tender  Documents”)  are  available  from  19th  February,  1999. 
Submissions  from  interested  parties  for  pre-qualification  must  be  delivered  to  the  Municipality  of 

Sofia  at  the  address  set  out  in  the  Tender  Documents  prior  to  4   pm  on  Tuesday  6th  April  1999. 

The  terms  of  the  tender  for  Round  1   are  set  out  in  the  Tender  Documents  and  the  Decision. 

Interested  parties  wishing  to  obtain  Tender  Documents  will  be  required  to  complete  a   candidate 

information  sheet,  sign  and  return  a   Confidentiality  Agreement  and  pay  the  sum  of  $2,500  and 
should  contact: 

Nikolay  Nikolov  or  Peter  Ridder 

Project  Manager 
Price  waterhouseCoopers 

2   Serdika  Street 

1000  Sofia,  Bulgaria 
Phone:  359  2   98  08  884 

Fax:  359  2   98  00  404 
Municipality  of  Sofia 

      12  February  1999 
The  Tinder  DfKummtu  Kilt  only  be  made  available  to  persons  an  the  basil  that  they  an  saffidendy  apart  to  undentead  the  risks  piwrfwid  and 
:ha:  distribution  tn  them  or  receipt  by  them  of  such  document*  unil  not  infringe  any  apphaibU  mxaritin  or  investment  laws  or  regulations.  Any 
persons  not  falling  an  thin  the  above  description  should  not  respond  to  this  advert. 

77iu  aiiiTTtisrmmt  cnmUtutcs  no  farm  of  commitment  and  confers  no  right  or  exptetatiai  on  any  parfy  to  participate  in  the  pr™-~. 

RirSato 

RETAIL  FASHION  CHAIN 

WM  enbfahad  w«t  nfctMmartat 

and  good  pnnpfds  tor  opsndon 
Cmrefdty  controhd  by 

flxcalafd  managonwa  team 
Locmtd  Souffr  and  Soum  West,  UK Owner  Ratting 

r-.-.-.cip.:!'  I'niy  ror?;-,  -o 

30*  2*:27?  F,n.5:i;i.l;  T.ii'O:. 
0"t'  Sauliiiv.iv  Eridtjo. 

London  3E:  OHL 

ISINEI IRTUN 

ARE 

ACVCE  SSPOAE  ENTERINQ  WTO 

dlMIJUi 

CABLE*  WIRELESS  BUSINESS 

MOBILE 

f30  Mobile  Phones  -   GSM  /   EFR  compatible 
Ppm  Connection 
RAY  ONLY  £15  for  60  inefasivo  mmoles.  £30  for 

183  iuelnsire  mimaes  or£60  for  60Q  tncluaite 

ndnwra,  per  annuli  for  local  and  rational  calls. 

Incfashv  abates  ban  7.00am  -   7,00pm  Maa-Fri Catts  omadeibe  package  bom  only  I2p  per  name One  secood  billmg 

Ptce  itanued  bill 
12  Momh  CoiKraa 

TMonne  np  to  300  mins.  Standby  ap  to  230  hrs. 
0800  nunierxvallalde  with  your  Mobile 
InocoMcctkB  cfange  Mfejeam  mai  (md  awfittoesj 

(Ml  JR  ftfarfaifag  on  01926  337262 

ad.  VAT 

psofiTar:  e   us  .vasoao  Cuf.'P^:^ 

kallback 
New 

Lower  Rates! 

1M:01279818136 

TAKE  YOUR 

COMPANY  PUBLIC 

AMERICAN  DEPOSITORY 

RECEIPTS  ONTO  THE 

NYSE- NASDAQ -OTC 

SHANE  H=NTY  SUTTON  P   -C. 

www^uhbnlawgrxwp.coni 

(212)  2S3 -4600 

iCaJI  the  US.  from:  1 
France   

  20i 

Germany:. 

  2H 

...IS# 

Japan   

31ft 

U.K.   

  17f 

•Vo  7 !.'■!  • 

So 

V<>  T   i.  7   : 

us  •   No  \   i 

Fan  01279  817731 

fos&it  Activation 

fiber-Optic  Networks 

Itemized  6-Second  BHforg 
Weal  for  Home,  Office, 

Hatefe  and  Mobile  Phones 

Agent  Inquiries  fovtod 
Tel:  1306376.1958 

Fax:  1306376.1959 

4 17  Second  Avenue  Wfcst 

Seattle.  WA  98119  USA 
wsnv.kalbsdc.cam 

Email:  lnhMallback.com 

We  want  your  business 
For  more  information  on  Classified  Business  Acfvcrtisini;  in  tlK-  FT  please  call: 

Tel:  +44  171  S73  3349  Fax:  +44  171  873  3064 
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FINANCIAL  TIMES  TUESDAY  FEBRUARY  16  1999 

THE  ARTS 

J ust  what  the  provincial  doctor  ordered 
William  Packer  enjoys  Dr  Gachefs  collection  of  Impressionists  and  loyal  copies 

,   ■   ->Ts 

\   *^15 

Dr  Gachers  fs  a   familiar 
image  in  the  canon  of  early 
modem  art,  the  half-length 
figure  of  the  Van  Gogh  por- 

trait, a   man  of  a   certain  age, 
reddish  hair  and  wistful 
expression,  in  white  boating 
cap  and  blue  coat,  whose 
head  rests  heavily  upon  his 
DsL  But  he  is  perhaps  less 
familiar  in  his  actual  life, 
the  provincial  doctor  who 
just  happened  to  be  the 
friend  of  greater  men.  If  he 
is  indeed  remembered  in  any 
particular  way.  it  is  for  the 
friendship  he  struck  up  with 
Van  Gogh  in  the  fatal  sum- 

mer of  1890,  whom  he 

treated  in  his  last  agony  and drew  on  his  death-bed  in  a 

rapid  sketch. But  other  artists  had 

passed  through  Auvers-sur- 
Oise,  the  small  town  north  of 
Paris  where  he  Dved,and  be 
had  been  a   collector  and 
amateur  erf  art  all  Ms  life.  It 
was  a   collection,  however, 
that  he  kept  to  himself,  ms 
wife  bad  died  in  1875,  and  in 
his  later  years  he  grew 
increasingly  reclusive,  a   ten- 

dency that  clearly  ran  in  the 
family,  for  after  bis  death  in 
1909  his  son,  Paul,  with  no 
profession  of  his  own,  seems 
to  have  all  but  shut  himself 
up  in  the  bouse  to  cherish 
and  protect  the  memory  of 
his  father  and  the  artists  he 
had  known.  In  1949.  a   child- 

less and  lonely  widower,  he 

gave  Van  Gogh’s  self-portrait and  the  portrait  of  his  father 
to  the  national  museums, 
followed  two  years  later  by  a 
second,  more  comprehensive 
gift,  that  included  several 
Gfezannes  along  with  works 
by  Monet,  Sisley,  Pissarro, 
Guillaumin  and  Renoir,  and 
with  the  great  Van  Gogh  of 

the  Church  at  Auvers 
thrown  in  at  a   bargain  price. 
Finally,  a   further  gift  was 
made  in  1954.  that  included 
five  more  Van  Goghs.  He 
died  in  19S2  at  89. 
Not  unnaturally,  along 

with  the  general  excitement 

at  such  splendid  things  com- 
ing to  light  at  last,  certain 

questions  began  to  be  asked. 
The  doctor  himself  was 
known  to  have  painted  on 
his  own  account  (signing 

himself  Paul  van  Ryssel 
after  the  Flemish  for  his 
native  town)  and  tried  Ms 

When  is  a   copy  a 

homage  to  a 

master,  and  when 
an  intentional 

deception? 

hand  at  etching  and  engrav- 
ing. He  copied  works  in  the 

ooDectton  and  set  his  son  to 
the  same  task.  A   local  girl, 
Blanche  Derousse,  was  also 
set  to  copying,  but  working 

for  the  most  part  on  a   small 
scale  in  watercolour. 

So  when  is  a   copy  a   useful 
and  instructive  exercise,  a 
homage  to  a   master,  or  an 
intentional  deception?  The 
public  loves  the  idea  of  a 
fake  embarrassing  the 
experts,  even  while  suddng 
in  its  cheeks  in  horror  at  the 

very  idea,  and  the  authentfo- 
ity  of  the  Gachet  pictures  is 
regularly  questioned.  The 
small  study  exhibition  now 
at  the  Grand  Palais  looks  at 

the  matter  yet  again,  criti- 

cally, aesthetically,  histori- 

cally and  technically,  if  only 
to  lay  it  finally  to  rest 

Paul  Gachet  was -born  at 
Lilia  in  182$.  He  went  to 

Paris  to  study  nwfidna  in' 1848,  where  he  remained  in 
touch  with  a   childhood 

friend,  the  painter  Annand 

Gautier,  whose  fun-length 
image  of  the  young  doctor, 
stiff  and  smart  in  bis  ISOs 

dress  clothes,  opens  the 
show.  Gautier  introduced 
him  into  the  Parisian  art 
world  of  the  Second  Empire, 

victim  of  the  ancient,  sympa- 
thy of  ytydicfae  for  the  arts. 

After  the  siege  of  Paris  and 
the  fall  of  the  empire,  which 
he  welcomed,  he.  moved  out 
of  Paris,  buying  the  house  at 
Auvers  in  1872.  And  there,  in 

the  great  loop  of  the1  Seine 
and  the  valley  erf  the  Oise,  be 

was  perfectly  placed  to  wel- 
come the  young  painters 

drawn  out  of  Paris  by  the 
light  and 

In  the  1870s  Pissarro,  GuD- 
latunin  and  Cezanne  espe- 

cially became  particular 
friends.  Artists  get  ill  like 

everyone  else  and  are  notori-* ous  hypochondriacs,  with 
payment  in  Mnd  for  services 
rendered  often  the  easier 

transaction.  Thus  the  doc- 
tor’s collection  grew,  and 

while  particular  works  are 
not  necessarily  spectacular, 

they  are  generally  well  cho- sen -   the  misty  Guillaumin 
rivet-scape  with  barges,  and 
the  reclining  nude;  the 

Monet  bowl  of  chrysanthe- 
mums; the  pink  Pissarro 

house  in  the  snow;  the  fresh 
little  Cezanne  still-life  of 

green  apples,  and  the  cot- tages at  Auvers  crossroads. 
It  is  only  with  Van  Gogh, 

and  the  special  circum- 
stances of  those  last  10 

weeks  of  brilliant,  frantic, 

ultimately  tragic  effort,  that 

the  spectacular  masterpieces 
pile  up  -   the  church,  the 

portraits,  the  garden  -   and with  them  the  problems. 

Set  out  here,  however, 

they  hardly  seem  like  prob- 
lems. Dr  Gachefs  own  work 

as  painter  is  worthy  but 

pedestrian,  the  graphic  work 

if  anything  a   little  the  stron- 
ger. There  is  no  evident  orig- 

inality, nor  even  indepen- 
dence,. but  only  a   humble 

Interest  in  following  his  bet- 
ters. The  possibility  that 

there  could  ever  be  confu- 
sion between  his  band  and 

those  of  his  artist  friends  is 
remote.  And  as  with  the 

father,  so  with  the  son. 
The  distinction  between 

the  worthy  copy  and  the - fake  is  clear  enough.  For. 
rather  more  than  the  mere 

image,  the  fake  must  repro- 
duce not  just  line  and  colour 

but  the  very  touch  of  the 
brush  and  the  substance  of 

the  paint,  tha  characteristic pull  and  spread  of  the  pig- 
ment and  the  trace  of  the 

brush.  When  even  artists 
themselves  can  never  repeat 
their  work  exactly,  the 

merely  adequate  fake 

requires  rather  more  sub- 
tlety and  finesse  certainly 

than  the  Gachets,  pire  et 

fils,  ever  possessed.  The 
show  celebrates  their  luck 
and  their  loyalty  in  their 

friends,  the  remarkable  orig- 
inals, copies  galore,  but  no 

fa  lr  ps 

Doctor  Gachet  -   Friend  of 
Cezanne  and  Van  Gogh;  Grand 
Palais,  Paris  8,  until  April  26, 

then  on  to  the  Metropolitan 
Museum,  New  York,  and  the 
Van  Gogh  Museum,  Amsterdam. For  a   friend:  Van  Gogh's  ‘Mademoisefie  Gachet  au  Piano'  shows  the  bond  between  artist  and  doctor 

Wrong  route  to  the  Holy  Grail 
Andrew  Clark  admires  the  music  but  finds  the  ENO’s  nihilistic  ‘Parsifal*  lacks  theatrical  bite 

Mm  Begley  mekee  a   fine  Parsifal,  albeit  resambSng  a   Rastafarian  Tarzan  at  the  outsat 

Anyone  with  hang-ups  about  Wagner 
in  general,  and  Parsifal  in  particular,  is 

going  to  love  English  National  Opera’s new  production.  Nikolaus  LehnhofTs 
staging,  conducted  by  Mark  Elder, 
removes  all  the  religious  symbols, 
takea  an  unsanctimonious  view  of  the 

music,  and  saves  its  most  telling  image 

for  the  end;  Sundry,  foDowed  by  Parsi- 
fal, leads  the  knights  of  the  Grail  along 

a   railway  track  that  disappears  off- 
stage. To  the  future?  To  a   new  society? 

The  message  seems  to  be  that  there  is 
no  Holy  Grafl.  No  one  reaches  their 
destination;  life  just  goes  on.  The  path 
itself  is  the  goal.  What  is  important  is 
to  continue  travelling. 

This  is  a   nihilistic  Parsifal.  The  sheer 
breadth  of  LehnhofTs  reference  points 
saves  it  from  becoming  shallow,  and 
the  standard  of  casting  and  conducting 

is  from  RNO's  top  drawer.  But  apart 
from  that  final  scene,  the  production  is 

desperately  short  of  theatrical  bite. 
LehnhofPs  ideas  about  the  piece  have 
not  translated  well  to  the  stage.  He  has 
replaced  all  the  traditional  iconography 
with  a   new  set  of  icons,  which  prove 

less  effective  and  even  more  confusing. 
That  is  why,  for  those  like  myself  who 

believe  in  the  work’s  numinous  glow, 
Saturday's  first  night  at  the  London 
Coliseum  was  so  disappointing. 

In  keeping  with  LehnhofPs  descrip- 
tion of  Parsifal  as  a   “science  fiction 

fable”,  his  designers,  Raimund  Bauer 
and  Andrea  Schmidt-Futterer,  opt  for  a 

fantasy  style,  mixing  the  futuristic  and 
the  medieval.  But  the  fantasy  refuses 

to  take  off  because  much  of  the  sym- 
bolic baggage  is  of  the  heavy  Teutonic 

variety.  The  concrete  cavern  in  the 

opening  scene,  far  example,  is  short- 
hand for  Gumemanz’s  bunker  mental- 

ity; the  giant  meteorite  represents  the 
impending  impact  of  a   natural  force, 

namely  the  “innocent  fool"'. 

Not  all  the  imagery  is  as  blunt  as 
this.  Parsifal  resembles  a   Rastafarian 
Tarzan  at  toe  outset,  Darth  Vader  ( Star 

Wars)  at  the  close.  Amfortas  is  a   crack- 
pot crusader.  Klingsor  a   Samurai 

spear-thrower.  Most  of  the  action  takes 
place  on  an  upward-curving  ramp,  lit- 

tered with  toe  detritus  of  civilisation 

(Act  l).  mummified  knights  (Act  2)  and 
the  tombs  of  ancient  warriors  (Act  3). 
There  are  also  references  to  Buddhist 

philosophy. 
What  grates  is  not  so  much  the  sty- 

Lehnhoff  has  replaced 
traditional  iconography 

with  a   new  set  of  icons 

which  prove  even  more confusing 

listic  jumble,  more  toe  dramaturgical 
inconsistency.  We’re  left  wondering  if 
the  Grail  is  a   mode  of  behaviour  or  a 

column  of  light  If  the  Flowermaidens 
are  Insect-eating  plants,  why  does  Kun- 
dry  herself  resemble  an  insect  casting 

off  layers  of  slrin  to  attract  her  victims? 
Ideas  that  should  have  worked  •   such 
as  LehnhofTs  description  of  the  Grail 

as  a   classic  “elbow  society”  -   are  left 
unexplored. As  in  his  Royal  Opera  production  of 
Palestrina ,   the  metaphysical/spirilual 
dimension  proves  elusive.  This  has 
nothing  to  do  with  toe  lack  of  rite  or 
ritual  in  the  Grail  scenes,  where  Lehn- 
hoff  demonstrates  the  idea  of  a   defunct 

introspective  society.  No,  toe  litmus 

test  for  any  Parsifal  is  the  Act  1   trans- 
formation scene,  which  should  give  toe 

audience  a   sense  of  disembodied  travel 
through  time  and  space,  and  toe  Act  3 

Good  Friday  scene.  In  each,  the  sterile 
glare  of  this  production  left  me  cold. 

Elder  and  his  cast  do  their  best  to 
breathe  life  and  soul  into  LehnhofTs 

concept  Kim  Begley  is  as  fine  a   Parsi- 
fal as  I   have  heard:  the  tone  is  unfail- 

ingly heroic,  and  you  will  travel  far  to 
find  a   tenor  who  can  act  so  naturally 

and  yet  so  intelligently.  He  meets  his 

match  in  Kathryn  Harries’s  Sundry: 
she  has  the  height  and  presence  to 
dominate  toe  stage,  and  despite  the 

bad-hair-day  wig,  she  makes  toe  most 

of  her  opportunities,  -^animal-like  in 
Act  1.  vampish  in  Act  2,  shell-shocked 
in  Act  3.  Harries  has  never  sounded 
better  a   virtuoso  performance. 

Gwynne  Howell's  Gumemanz.  a   sur- 
vivor from  ENO’s  1986  production,  is 

far  less  amiable  this  time  round,  but 

just  as  imposing,  and  the  voice  bolds 

out  surprisingly  well.  Jonathan  Sum- 

mers tends  to  overdo  Amfortas's  totter- 
ing. tortured  anguish  -   it's  almost  a comic  caricature  -   but  he  compensates 

with  some  vivid  vocal  acting.  John 
Connell  is  toe  reptilian  Titurel.  Peter 
Sidhom  a   clarion  Klingsor.  Electronic 
enhancement  does  few  favours  for  the 

hells  or  the  chorus  -   though  the  chil- 
dren’s voices  are  an  unexpected  bonus 

-   and  I'm  not  convinced  by  Richard 

Stokes's  translation:  "Service,  service” ( Dienen.  dienen)  sounds  like  Kimdry  is 

expecting  a   waiter  to  turn  up. 
This  Parsifal  adds  handsomely  to 

Elder’s  Wagnerian  credentials.  He 
knocks  45  minutes  off  the  timing  of  his 

mentor,  Reginald  GoodalL  but  never 
gives  toe  impression  of  haste.  Elder 
conjures  the  instrumental  radiance  and 
melodic  seamlessness  that  are  the 
essence  of  this  score,  without  quite 

capturing  the  full  dramatic  passion  of 
Act  2.  The  production  is  shared  with 
San  Francisco  and  Chicago:  despite  its 

musical  merits,  they're  welcome  to  it. 
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LONDON  MOZART  nAYm 

Shades  of 

‘Psycho5 The  London  Mozart  Players 

celebrated  their  50th  anni- 
versary last  Thursday  at  the 

Royal  Festival  Hall.  Mostly 
Mozart,  or  course:  the  28th and  29th  symphonies,  the 

Concerto  for  Flute  and  Harp* 

and  three  concert  arias.  The latter  were  charmingly  sung 

by  the  soprano  Barbara 
Hendricks,  and  the  concert 
was  conducted  by  Matthias 

Bamert.  toe  LMP's  music 
director,  under  whom  they 

have  consolidated  their 

international  reputation. 

The  symphonies  were  spot- lessly played,  and  James 

Galway  and  Marisa  Robles appeared  together  yet  again in  the  concerto,  amiable  and serenely  adept 

Amid  all  this  easily 

digested  Mozart  John  Wool- rich’s  new  Concerto  for 

Orchestra  -   commissioned 
for  the  occasion  -   sat  oddly. 

It  came  in  a   single  18-min- 
ute-long movement  alter- 

nating between  “loud,  fast 

and  raucous  music”  and “introspective  corners”. 

Woolricb’s  concerto  doesn’t 
aim  to  spotlight  first-desk orchestral  soloists,  only  to 

display  “the  virtuosity  of  a 

large  group  playing  as  one”. 
But  Woolrich  left  his  piece 

modestly  under-described. 
In  fact  it’s  a   tight  neo- classical sonata  movement 

on  the  Schuhertian  model, 

with  an  exposition,  a   re-ex- 
position  that  takes  a   new turn  into  the  development,  a 

central  peroration  in  which 
both  the  “raucous”  and  the “introspective”  material  are 

combined,  and  a   recapitula- tion with  a   brief,  drained 

coda  for  pp  woodwinds. 
Intricate  and  yet  transpar- 

ent; original  and  bizarre. The  dominant  motif  of  the “raucous"  sections  Is  just  a 

sequence  of  stabbing 

repeated  notes  (it  reminded 
our  arts  editor  of  Bernard 

Herrmann's  shower-music 
for  Psycho k   always  preceded 
and  followed  by  a   chromatic 

flourish.  Hie  flourishes  blos- som elaborately  In  the 

repeated  exposition  and  the 
recapitulation. 
In  the  leaniy  scored 

“introspective  corners”,  a 
few  instruments  at  a   time 

limn  overlapping  two-  and three-note  phrases,  creating 

dusky  harmonies.  As  one 
section  succeeds  another, 
furious  chromatic  scales  are 
added;  they  scream  upward 

to  announce  the  “perora- tion”, where  the  stabbing 

motif  goes  double-time under  the  declamatory 

phrases  at  half-speed.  That, 

and  toe  enriched  recapitula- 
tion, will  surely  reveal  a 

pungent  Affekt  on  further 
acquaintance. We  scarcely  felt  the  highs 

and  lows  in  this  temperate 

performance.  Perhaps  the 
trouble  lay  in  toe  genteel 
noise  which  is  all  toe  LMP 
an  make  in  this  large  hall; 

but  perhaps  it  was  Woolrich who  found  himself  needing 
violent  extremes  when  toe 
terms  of  the  commission 

restricted  him  to  a   Mozart- 
ean  orchestra  -   no  heavy 
brass,  no  percussion  beyond 

timpani.  In  crude  modern 
terms,  we  needed  to  hear  a 
lot  of  it  much  louder. 
David  Murray 

Concert  sponsored  by  Nestle; 

LMP  season  supported  by  liter- 

burg  Dillon  Read. 

INTERNATIONAL 

Arts 
Guide 
BERLIN 

OPERA 

Deutsche  Oper 

Tel:  49-30-34384-01 

Faust:  by  Gounod.  Conducted  by 
Sebastian  Lang-Lassing  In 

a   staging  by  John  Dew; 
Fob  19    

BRUSSELS 
OPERA 
La  Moratafe  . 

Tet  32-2-229 1211 

Lady  Macbeth  of  Mtsensk: 
conducted  by  Antonto  Pappano 

in  a   near  staging  by  Stein  Winge, 

with  sets  by  Bendtt  Dugardyn 
and  costumes  by -Jorge  Jara; 
Fbb  16, 19. 21 

CARDIFF 
OPERA 

WUsh  National  Opera 

Tat  44-1222-464  666 

Peter  Grimes:  by  Benjamin 

Britten.  Carlo  Rlzzi  coquets  a 

new  staging  by  Peter  Stein.  Wi
th 

sets  by  Stefan  Mayer  and 

costumes  by  Mddete  BJckeL  
• 

Cast  Includes  John  Dsszak  an
d 

Janice  Watson;  Feb  20 

GLASGOW 
OPERA 
Scottish  Opera,  Theatre  Royal 
Tel:  44-141-332  9000 
•   The  Magic  Fountain:  by 
Delius.  Conducted  by  Richard 
Armstrong  in  a   new  staging  by 
Aidan  Lang,  with  designs  by 

Ashley  Martin- Davis:  Feb  20 
•   Der  Rosenkavafier  by  R. 

Strauss.  New  staging  by  David 
McVicar,  conducted  by  Richard 
Armstrong.  The  cast  Includes 
Joan  Rodgers;  Feb  18 

LAUSANNE 
EXHIBITION 
Musee  Cantonal  des 

Beaux-Arts 
Tel:  41-21-312  8332 
Courbet  -   artist  and  promoter 
more  than  70  paintings  by 

Gustave  Courbet  (1819-77), 

including  landscapes,  portraits and  nudes.  The  exhibition  . 

concentrates  uporr  Courbet's artistic  output  after  1855, 

especially  during  his  ax2e  in Switzerland;  to  Feb  21 

LONDON  . 

CONCERTS 
Barbican  HaB 
Teh  44-171-838  8891 

m   London  Symphony  Orchestra: 

conducted  by  Myung-Whun 

Chung  in  works  fry  Rachmaninov, 

with  piano  .soloist  Jean-Yves Thibaudet  Feb  18 

•   Lorufon  Symphony  Orcherira "and  ChoruK  conducted  by .   . 

Myung-Whun  Chung  in  Mahlers 

Symphony  No.  2,  with  soprano 
Andrea  Dankova  and  alto  Sara 

Mingardo;  Feb  21 

OPERA  ' 

English  National  Opera, 

London  CoSseum 
ret  44-171-632  8300 
•   La  Traviata:  by  Verdi.  Michael 

Lloyd  conducts  a   revival  of 
Jonathan  Miller's  production;  Feb 
16,19,22 •   Parsifal:  by  Wagner. 

Conducted  by  Mark  Elder  in  a 
new  staging  by  Nikolaus 
Lehnhoff,  with  sets  by  Raimund 
Bauer  and  costumes  by  Andrea 

Schmidt-Futterer.  Cast  includes  - 
Wm  Begley  and  Jonathan 
Summers;  Feb  17. 20 

LOS  ANGELES 

CONCERTS 
Dorothy  Chancfler  Paviion 
Tel:  1-213-365  3500 

Los  Angeles  Phiftramonkx 
conducted  by  Esa-Pekka 
Salonen  in  the  world  premiere  of 

John  Adams’ Naive  and 
Sentimental  Music.  Programme 
also  Includes  works  by  Haydn 
and  Schumann.  With  cello  soloist 
Heinrich  Schiff;  Feb  19, 20, 21 

MANCHESTER 
CONCERTS 

Bridgewater  FfeU 
Tet  44-161*907  9000 •   BBC  PhHharmohfc:  conducted 

by  Peter  Maxwell  Davies  fn  the 
UK  premiere  of  A   Reel  for  Seven 
Fisherman,  and  by  Vateily 
SJnassky  in  vforksby  Beeihoven 
and  Shostafcovfch,-wfth  piano 
soloist  Las  Vogt;  Feb  20 

•   Mikhail  Pletnev:  recital  by  foe 

pianist  of  works  by  Chopin,  Grieg 
and  Schumann;  Feb  17 

MILAN 
OPERA 

La  Scala 

Tel:  3902-88791 
La  Forza  del  Destine:  by  VerdL 
Conducted  by  Rlccardo  Muti  In  a 

staging  by  Hugo  de.Ana,  with  a 
cast  headed  by  Ines  Salazar  and 

Joed  Cura;  Feb  16 

MUNICH 

CONCERTS ' 

PtiDharmonie  Gasteig 

Tet  49-89-5481  8181 

•   Prague  ~Sym  phony,  conducted 
by  Tom&s  Koutnik  in  works  by 
Dvorak  and 
Mendelssohn- Barth  oldy,  with 
violin  soloist  Pavel  Sporct 
Feb  19 

•   Salzburg  Mozart  Orchestra: 
conducted  by  Hubert  Soudant  in 

works  by  Beethoven  and 
Tchaikovsky,  with  piano  soloist 
Vatery  Afanasaev;  Feb  20 

NEW  YORK 

DANCE New  York  City  BaUet,  New 

York  State  Theater 

Tek  1-212-8705570 
Celebrating  Five  Decades  of 

Repertory:  continuing  50th 
anniversary  celebrations;  Feb  16, 

17, 18. 19,  20, 21 

EXHIBITION 

Guggenheim  Museum Tel:  1-212-423  3500 
www.guggenhdm.org 

Jim  Dine:  Walking  Memory, 

1959-1969.  More  than  100  works 

make  up  this  survey  of  the 
American  artist,  including 

photographs,  paintings  and performance  pieces;  to  May  16 

OPERA 
Metropolitan  Opera,  Lincoln Center 

Tet  1-212-362  6000 
www.metoperu.org 

Moses  and  Aron:  by  Schoenberg. 

Conducted  by  James  Levine  in  a 

staging  by  Graham  Vick,  with sets  and  costumes  by  Paul 
Brown.  Cast  includes  Philip 

Langridge  and  John  Tomlinson; Feb  17. 20 

NEWCASTLE CONCERT 

City  Hall 

Tet  44-191-261  2606 

Royal  Liverpool  Philharmonic 

Orchestra:  conducted  by  Jun’ichi Hirokami  in  a   programme  of 
French  music  including 

Cante [cube's  Songs  of  the 

Auverge  and  Berlioz*  Symphonic Fantastique,  with  mezzo  soprano  ■ 
Defla  Jones;  Feb  19 

PARIS 

CONCERTS 
SaHe  Pleyel 

Tel:  33-1-4561  6589 
Orchestra  de  Paris:  conducted 

by  Christoph  von  Dohn&nyi  in 
works  by  Donatoni,  Bloch  and 
Beethoven.  With  cello  soloist  Eric 

Picard;  Feb  17. 18 

The  ah  t.  des  Champs  Etysfles 
Tek  33-1-4952  5050 

Orchestra  National  de  France: 
conducted  by  Pinchas  Steinberg 

in  works  by  d'lndy.  Saint -Saens 
and  Prokofiev,  with  piano  soloist 

Jean-Phitfppe  CoUard;  Feb  19 

OPERA Theatre  des  Champs  Elysees 
Tel:  33-1-4952  5050 

Opera  National  de  Lyon:  Zelmira, 

by  Rossini.  Conducted  by Maurizio  Benin!  In  a   staging  by 

Yannis  Kokkos.  The  title  role  Is 

sung  by  Mariella  Devia;  Feb  17 

ROME 
EXHIBITIONS 

Galleria  Nazionaie  d’Arte 

Modems 

Tel:  39-06-322  981 

Picasso  1937-1953:  The  Italian 
Years.  Around  70  works, 

including  paintings,  sculptures, 
ceramics  and  drawings,  from  the 

period  between  1937  -   when Guernica  was  shown  at  the 

Exposition  Unrverseite  in  Parte  - 
and  1953,  when  Picasso  himself 

organised  major  exhibitions  in 
Milan  and  Rome;  to  Mar  14 

Palazzo  dene  Esposlzloni 
Tel:  39-06-474  5903 

AJgardi:  The  Other  Face  of  the 
Baroque.  First  major  exhibition 

devoted  to  Bernini's  great  rival, 
the  Bolognese  artist  Alessandro 
AlgardL  Includes  66  sculptures  in 
bronze,  terracotta,  marble  and 
silver,  and  47  drawings;  to 

Apr  30 

TOKYO 

CONCERT 

Suntory  Hati  ■■ 

Tel:  81-3-3584  9999 

NHK  Symphony  Orchestra: 
conducted  by  Eugeny  Svetlanov 
in  works  by  Prokofiev  and 
Beethoven,  with  piano  soloist Nikolai  Petrov;  Feb  17, 18 

VIENNA 
EXHIBITION 

KunstHausWren 
Tel:  43-1-712  0495 

Jean-Michel  Basguiat  Paintings 
and  Works  on  Paper.  100  works 
on  loan  from  the  Mugrabi 

Collection  make  up  the  first  show 
in  Austria  devoted  to  the 
black-hispanic  US  artist  who died  in  1988;  to  May  2 

TV  AND  RADIO 
•   WORLD  SERVICE 

BBC  World  Service  radio  for 

Europe  can  be  received  in western  Europe  on  medium  wave 648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

•   CNN  International 

Monday  to  Friday,  GMT: 
06-30:  Moneyfine  with  Lou  Dobbs 
1330:  Business  Asia 
19 30:  World  Business  Today 

22.00:  World  Business  Today 

Update 

•   Business/Market  Reports: 
05:07;  08:07;  07:07;  0850;  0920; 
1020: 1120;  11:32;  1220;  1320; 

1420. 

A1 0820  Tanya  Beckett  of  FTTV 

reports  live  from  LlFFE  as  the London  market  opens. 

i 
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COMMENT  &   ANALYSIS 

PETER  MARTIN 

Invest  in  new  habits 
Fund  managers  should  move  towards  absolute  performance 
measures  and  away  from  a   geographical  spread  of  assets 

It  is  time  Tor  investment 
managers  to  dump  two 
powerful  habits  of  mind: 
relative  performance 
measurement  and 

geographical  asset 
allocation.  Both  have 
outlived  their  usefulness. 

This  strikes  at  the  heart  of 

the  investment  process  in 
the  big  institutions  that 
dominate  global  stock 
markets.  A   shift  in  thinking 

here  could  have  profound 
implications  for  individual 
shares.  Over  recent  decades, 
fund  performance  has  come 
to  be  measured  not  in 
absolute  numbers  (up  10  per 
cent,  down  5   per  cent),  but 
in  relative  terms.  Managers 
are  judged  on  how  much 
they  outperform  another 
yardstick,  such  as  a   stock 
market  Index. 

So  a   year  in  which  the 
fund  loses  money  can  still  be 
a   triumph  if  that  loss  was 
less  than  the  overall 
average.  Conversely,  a   year 
with  strong  performance  can 
still  be  a   bad  one  for  the 

manager  if  the  market  as  a 
whole  did  better. 

This  might  seem  a   sensible 
approach.  After  all, 
managers  deserve  only  faint 
praise  if  they  have  merely 

piggy-backed  on  the  market 
as  a   whole.  But  though 
managers  may  be  in  some 
sort  of  competitive  game,  the 

ultimate  beneficiaries  - 
pension  fund  members  or 

insurance  policyholders  - 
are  not.  They  are  looking  for 
absolute  performance. 

In  the  UK.  the  fetish  is 
taken  to  extremes:  the 
yardstick  against  which 
pension  fund  managers  are 
measured  is  the  performance 
of  other  big  pension  funds. 
So  even  if  the  fUnd  loses 
money  over  the  year,  and 
even  if  it  does  worse  than 
the  overall  market,  the  fund 
managers  are  still  heroes  if 
they  beat  their  peers. 

It  is  perhaps  not 
surprising  that  these  two 

versions  of  benchmarking 
have  come  Into  vogue  during 
a   two-decade  bull  market.  If 
the  underlying  trend  in  the 
market  as  a   whole  is 
upwards,  then  what  counts 
is  the  relative  performance 
achieved  by  selecting  those 
that  are  doing  best  and 
avoiding  those  that  are 
doing  worst.  With  relative 
outperformance  achieved, 
growth  in  value  is  assured. 

The  first  calls  for  absolute 
targets  are  coming  from 
investors  in  Asia.  Some  of 
them  are  telling  investment 
managers  that  they  want  to 
achieve  a   specific  numerical 
return,  regardless  of  what 
the  overall  market  is  doing. 
In  regional  markets  that 
have  swung  so  abruptly  in 
the  past  is  months,  a   steady 
if  unambitious  absolute 
return  suddenly  looks  more 

attractive. 
If  developed-country  stock 

markets  are  about  to  enter  a 

period  in  which  they  will  not 
benefit  from  the  steady 
upwards  march  of  the  past 
two  decades,  absolute 

performance  targets  will 
make  a   comeback  there. 

Relative  benchmarks  need 

But  they  are  most  helpful  as 
supplementary  measures,  to 
be  used  as  a   check  once 

performance  against 
absolute  returns  has  been 
assessed. 

The  task  of  setting 

absolute  targets  is  itself  an 
educative  process.  How 
much  of  a   return  can  one 
reasonably  expect  from 
equities  in  a   developed 
economy  over  the  long  run? 
How  much  risk  is  associated 

with  any  given  level  of 
absolute  return?  How  much 
is  acceptable?  Pension  fund 
trustees  or  other  investors 
would  benefit  from 

discussing  these  issues. 
A   similar  helpful  dialogue 

would  follow  the  dumping  of 

geographical  asset allocation.  Within  the 

euro-zone,  this  has  been 
called  into  question  by  the 
creation  or  a   single  currency. 
But  really,  it  is  questionable 
worldwide. 

Investors  have  viewed  the 
world  as  a   collection  of 
national  economies,  and 
national  baskets  of  stocks. 

The  interdependence  of  the 
world  economy,  and  of 
financial  flows,  renders  this 

international  companies 
have  global  exposure.  True, 

they  are  ultimately  subject 
to  their  home  country  tax 
laws  and  corporate 

governance  rules.  But  these 
are  weak  foundations  on 
which  to  base  a   theory  of 

asset-allocation  that 
assumes  big  differences 

between  countries  - 
especially  as  tax  and 
governance  rules  are converging. 

Suppose  that  Investment funds  had  divided  the  global 
universe  of  stocks  not  by 
country  but  by  size  and 

quality.  They  would  have 
looked  for  big  international 
companies  with  strong 
market  franchises  and 
Internal  competitive 

advantages.  The  home  base 
of  these  companies  would 
have  been  irrelevant 

A   portfolio  built  around 
this  approach  would  have 

avoided  European  investors' biggest  structural  mistake  of the  1990s,  their 

underexposure  to  Wall 
Street  Since  so  many  of  the 
world’s  strongest  companies 
are  American,  they  would 
naturally  have  formed  a 
substantial  portion  of  a 

genuinely  international 
investor's  portfolio.  This 
approach  would  also  have 
focused  the  funds  on  those 

Japanese  companies  with 
the  strongest  global  market 
positions,  which  have  best 

survived  the  Tokyo  market's slide. 

There  are  -   at  last  -   signs 
that  investment  banks  and 
index  setters  are  starting  to 

recognise  this  issue.  Morgan 
Stanley  Dean  Witter  now 
produces  a   regular  survey  of 

companies  around  the  world that  have  achieved 

sustainable  competitive 
advantage.  And  FTSE 
International,  which 

manages  UK  and  European 
indices,  is  considering 
constructing  an  index  of 
companies  with  global 

exposure. 
More  important  than  any 

of  these  tentative  steps, 
however,  would  be  a   leap  of 
faith  on  the  part  of  pension 
funds  and  insurers:  towards 

absolute  performance 
standards  and  away  from 

geographical  asset allocation.  At  the  very  least, 

a   debate  on  these  issues 
would  tear  away  the 

intellectual  straightjacket  in 
which  institutional  investors 
have  confined  themselves. 
peter.  mcrrtmfqjL  com 
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LETTERS  TO  THE  EDITOR 

Luxury  car  logic  scores  top  marks 
From  Mr  Andrew  Campbell. 

Sir.  I   teach  a   case  on  the 

European  luxury  car  Indus- 

try and  Peter  Martin's  analy- sis of  BMW's  plight  would  be 

awarded  my  top  marks  (“Cut to  the  core",  February  9).  If 

you  apply  his  logic  -   defend the  luxury  niche  or  build  a 

competitive  platform  strat- 
egy -   to  other  situations  in 

the  industry,  you  can  con- clude that: 

■   The  Chrysler/Mercedes 

merger  is  misguided.  Mer- cedes has  too  many  plat- 
forms on  its  own  and  there 

is  little  appetite  for  rational- 

'   ining  platforms  across  the 

two  companies.  The  merger 

will,  therefore,  serve  only  to 

take  Mercedes’  eye  further 
off  the  luxury  ball. ■   vw  is  likely  to  be  the 
long-term  winner  in  the 

mass  market  because  of  its 
uncompromising  platform 

strategy  across  multiple brands:  VW.  Audi,  Skoda, 

Seat.  Whatever  BMW 

chooses  to  do,  Rover’s  posi- tion in  its  portfolio  needs  to 

rhangw- 

■   VW.  with  Audi,  may  even 
win  the  luxury  battle  as 
weLL  If  Mercedes  and  BMW 

CTmt'niip  to  dither  between  a 

luxury  focus  and  an  aggres- sive platform  strategy,  VW 

may  be  able  to  use  its  cost 
advantage  to  position  Audi 
as  a   better  value  luxury 

brand  and  snatch  enough 

market  share  to  make  a 

focused  strategy  at  the  lux- 

ury end  untenable. Andrew  Campbell, 

director, , 

Ashridge  Strategic 

Management  Centre, 
17  Portland  Place, 

London  WIN  3AF, 
UK 

War  of  the  press  release  undermining  WTO 
From  Prof  Gavin  McFctrlane. 

Sir,  If  the  World  Trade 
Organisation  and  its  new 
dispute  settlement  forum  is 
currently  under  threat,  this 

is  largely  due  to  the  Inflam- 
matory and  exaggerated 

comments  that  continue  to 

be  made  by  parties  to  dis- 
putes while  they  are  in  prog- 
ress. This  failing  has  been 

particularly  true  during  the 
EU-US  banana  case,  where 

trade  representatives  at  the 

highest  level  in  both  Brus- 

sels and  Washington  have indulged  in  a   war  of  press 

release  and  official  state- 
ment that  has  had  the  effect 

of  undermining  the  author- 
ity of  the  WTO. 

When  the  next  trade  round 
Starts  its  deliberations,  the 

Dispute  Settlement.  Under- standing should  be  expanded 
to  include  the  sub  judice 

principle,  in  order  to  prevent 
what  amounts  to  contempt 

of  court  by  litigants.  For  its 

part,  the  WTO  should 

tighten  up  its  own  proce- dures to  ensure  that  experts 

adjudicating  on  its  dispute 
panels  are  entirely  above 
any  suggestion  of  the  kind  of 
involvement  with  Interested 

parties  that  recently  afflicted 
Britain’s  House  of  Lords. 

Garin  McFarlane, 
department  of  law, 
London  Guildhall 
University, 

Moorgate, 

London  EC2M  6SQ,  UK 

No  one  will 

stop  the  bully 
From  Mr  Merlin  Batchelor. 
Sir,  Spain  has  imposed 

ultra-strict  controls  at.  its 

frontier  with  Gibraltar,  at  a 
time  when  we  are  trying  to 

unite  Europe,  not  wage  war 

against  each  other.  This  is 
an  attempt  by  Spain  to 

destroy  Gibraltar's  tourist industry,  .which  it  needs  to 
survive,  and  to  make  life  dif- ficult for  the  thousands,  of 

citizens  who  need  to  com- 
mute across  the  frontier 

dally.  We  have  never harmed  Spain,  yet  we  are 

imprisoned  here  and  no  (me 
seems  to  want  to  help;  per- 

haps because  we  are  so 
small  we  are  considered 

insignificant? 

In  everyday  life,  if  a   child 
is  bullied,  he  can  seek  out  ah 
adult  to  sort  out  that  bully. 

Gibraltar  has  pleaded  to  the 

adults,  Britain  and  the  Euro- pean Council,  to  help  sort 
out  the  bully,  but  they 

appear  unable  to  help.  Why 
do  they  let  Spain  get  away 
With  its  victimisation  of  its 

little  neighbour? 
Merlin  Batchelor, 
P.O.Box  652, 

Gibraltar 

Governed  by  traffic  wardens  wrapped  up  in  parking  tickets 
From  C.T.  Sentance. 

Sir,  With  reference  to 

Philip  Stephens'  article  “End of  leadership"  (February  12): 

may  I   suggest  a   reason? 
When  governments  the 
world  over  make  themselves 

responsible  far  matters  such 

as  parking  tickets  (and 
spend  most  of  their  time 
wrapped  up  in  them),  they 
attract  the  sort  of  people 

who  are  interested  in  power 
through  controlling  such items. 

Franklin  D.  Roosevelt,  for 

all  the  implications  of  the 
New  Deal,  would  never  have 
been  interested  in  the  US 

presidency  on  the  current 
basis.  As  for  Churchill... 

If  and  when  governments 
reduce  their  interference  in 
small  matters,  maybe  things 
will  change:  in  other  words, dream  on. 

C.  T.  Sentence, 

Robins  Croft, St  Judes, 
Ramsey, 

Isle  of  Man  IM7  3BX, 

UK 

From  Mr  Harry  ShutL 

Sir,  Congratulations  to Philip  Stephens  for  getting  it 
half  right.  His  withering 

attack  on  official  compla- 
cency in  the  bee  of  looming 

global  disaster  is  long  over- 

due. 

.   Yet  he  is  well  wide  of  the 

mark  in  blaming  this  indif- ference on  the  selfishness  of 

the  western  middle-classes 
who  allegedly  will  not  vote 

for  radical  solutions  -   which in  bet  are  scarcely  allowed 

even  to  be  discussed,  even  in 
the  FT. If  we  are  seeking  to 

explain  the  bilure  to  find 
the  resources  needed  to  meet 

the  needs  of  the  former  Com- munist world  (referred  to  by 

Mr  Stephens)  -   not  to  men- tion the  collapsing  Third. 

World  -   despite  the  massive 
amounts  of  capital  available 
globally,  we  need  surely  look 
□o  further  than  the  unac- 

countable corporate  inter- 

ests that  control  this  capital 
and  also  effectively  deter? 

mine  the  agenda  of  all  the 
mainstream  political  parties 

-   yes.  and  the  media  too. 
Until  we  can  find  leaders 
with  the  courage  to  try  to 
force  the  breaking  of  this 

corrupt  stranglehold  on  our 

supposedly  democratic  politi- 
cal process,  the  slide  to 

catastrophe  so  conunenriaMy 

noted  by  Mr  Stephens  will 

continue. 

Harry  Shutt, 
economic  consultant, 
19  Tennyson  Close, 
Horsham, 

West  Sussex  RHI2  5PN, 
UK 
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The  1 7th  Annual  FT  World  New  Media  and  Broadcasting  Conference 

will  discuss  the  continuing  development  of  die  digital  market  from 

both  a   European  and  US  perspective,  six  months  after  the 

launch  of  the  UK  satellite  and  terrestrial  digital  platforms. 

Select  heads  of  industry  will  discuss  post-launch 

experiences;  market  opportunities  for  new  entrants;  the 

impact  of  competition  on  the  existing  networks;  new 

technologies;  regulation  gatekeepers  and  convergence: 

finance;  and  interactive  services  amongst  ocher  topics. 
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The  City  of  London 

is  in  a   fix.  For  the 

first  time  in  its 

long  and  successfu
l 

history  as  a   financial 
 
centre, 

it  faces  competit
ion.  

And 

well-orga
nised  

competiti
on  

it is  too. 

Paris  and  Frankfurt,  its 

main  rivals,  have  launched 
ambitious,  centrally  directed 

campaigns  to  exploit  the 
business  opportunities  cre- 

ated by  the  euro.  In  Paris, 
for  example,  a   promotion 
campaign  has  the  backing  of 
all  the  big  banks,  the  stock 
exchange,  the  Banque  de 
France,  the  city  authorities 
and  virtually  all  the  French 
financial  community.  Its 
chairman  is  Marc  Vienot, 

the  head  of  Socifett  G6  nfirale 
and  France’s  top  banker. 
The  organisation,  Paris 

Europlace,  has  an  annual 
budget  of  FF20m  to  spend  on 
road  shows,  publicity,  grand 
dinners  at  Versailles,  and 
whatever  else  it  thinks  will 
lure  In  foreign  business. 

Significantly  for  France, 

this  is  a   private  sector  initia- 
tive: the  French  state  is  not 

directly  involved,  recognis- 
ing that  its  presence  may 

not  be  a   plus  in  trying  to 
attract  foreign,  particularly 

American,  banks.  None  the 
less,  the  French  treasury  has 

played  a   big  role  In  encour- 
aging the  liberalisation  of 

France's  financial  markets, 

and  ensuring  that  the  gov- 
ernment bond  market  Is 

open  and  well  managed. 
In  Frankfurt,  a   very  simi- 

lar organisation,  ffinanzplatz 

Deutschland,  runs  Ger- 

many’s promotion  campaign under  the  direction  of  Mr 
Rolf  Breuer,  chairman,  of 

Deutsche  Bank.  Again,  virtu- 

ally the  entire  finamriai  com- munity is  behind  it,  includ- 
ing the  Bundesbank. 

Turn  to  London,  and  what 

do  you  see?  a   loose  alliance 
of  the  Bank  of  England,  the 

City  Corporation,  British 
Invisibles,  London  First,  and 

various  other  groups  all  try- 

ing to  promote  the  City,  but 
without  clear  leadership  or  a 
common  sense  of  direction. 

Two  quick  comments  in 
parentheses.  Despite  .the 
apparent  lack  of  order,  this 
alliance  does  an  extraordi- 

narily good  job  with  rela- 
tively slender  resources. 

Bankers  in  Frankfurt  and Paris  talk  admiringly  of  the 
“cohesiveness"  of  the  City, 

City  of  London:  feces  monolithic  competition 

its  strong  instincts  and  prag- 
matism. Also,  if  the  group 

has  a   leader,  it  is  the  Bank 

of  Fjigiand,  which  has  proba- 
bly done  more  to  prepare 

Europe  for  the  euro  than  any 
other  central  bank. 

But  neither  of  these  points 
removes  the  basic  problem 
for  the  City,  which  is  that  it 
faces  monolithic  competi- 

tion, without  being  able  to 
be  monolithic  itself.  It  would 
be  simplistic  to  suggest  that 
the  City  could  create  a   Paris 
or  Frankfurt-style  booster 
organisation.  It  is  a   for  big- 

ger and  more  complex  place 
than  its  European  rivals. 

Indeed,  if  the  City  were  to 
become  monolithic  it  would 

probably  destroy  the  very 
depth  and  diversity  that  are 
its  greatest  strengths.  Can 
one  even  Imagine  a   body 
that  could,  speak  for  the 
whole  City?  Hardly. 

Still  the  the  present  situa- tion is  far  from  satisfactory. 
Recent  events  have  shown 

the  City  to  be  unclear  about 
Its  objectives,  quick  to 

squabble,  and  liable  to  trail 
rather  than  lead  various 
developments,  for  example 

in  the  area  of  new  technol- 
ogy. and  in  developing  new 

products  for  the  euro.  This  is 
not  the  way  to  deal  with 
organised  competition. 

At  another  level  how  can 
the  UK  Treasury  be  expected 
to  represent  the  interests  of 
the  City  in  the  growing  num- 

ber of  Brussels -based 
forums,  when  the  City  itself 
is  unable  to  articulate  its 

goals? 

If  the  answer  is  not  to  cre- ate a   monolithic  body,  much 

can  still  be  done  to  provide  a 
dearer  sense  of  where  the 
City's  interests  lie  so  that  its 

many  constituencies  can inarch  more  closely  In  step, 

and  anticipate  rather 

respond  to  events.  This  calls 
for  a   more  vigorous  public 

debate  to  clarify  the  issues. 

Here  are  some  suggestions. 

1.  What  should  the  City's aims  be?  Is  it  to  have  the 

most  “bums  on  seats’*  or should  it  go  after  Quality 

25”. 
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’   rather  than  quantity?  If 

sheer  numbers  is  what  Lon- don is  interested  in,  it  could 

simply  cut  taxes,  like  Dublin has.  But  the  target  market 

should  surely  be  Europe's financial  decision-makers, 
the  people  who  buy  and  sell 
who  decide  how  assets  are  to 
be  allocated.  Such  financial 

types  are  gregarious,  and 
once  you  have  critical  mass, 
the  rest  follow. 

2.  If  the  aim  is  to  have 

financial  decision-makers, 
what  is  it  that  makes  them 
stay?  A   congenial  regulatory 
and  tax  environment,  good 
communications;  good 

schools,  fine  restaurants?  hi 
which  case  London  may  be 

wasting  its  time  Investing  in 
exchange  technology.  The 

money  would  be  better  spent 
Improving  the  Underground. 

3.  Should  the  City  aim  to 

be  the  operator  of  the  big 

organised  markets?  Tradi- 

tionally, yes.  But  in  today’s 
electronic  world,  markets  go 

wherever  dealing  is  cheap- 
est The  Bund  contract  (Ger- 
man government  bonds)  fled 

to  Frankfurt  to  take  advan- 
tage of  low-cost  technology. 

But  it  could  migrate  again  to 
whichever  centre  develops 
even  cheaper  technology, 
and  even  then  the  people 

who  actually  do  the  trading 

may  be  somewhere  else. 
Markets  may  have  become 
too  fickle,  and  it  may  be  a 
mistake  to  focus  too  much 

attention  on  them. 4.  Whether  the  UK  is  in  or 

out  of  Emu,  it  will  lose  busi- 
ness to  Paris  and  Frankfurt 

simply  by  virtue  of  the  feet 
that  their  markets  are  grow- 

ing from  a   low  base.  Hus 
should  not  cause  alarm  and 

despondency  in  London. 
Instead.  London  should  con- 

centrate on  those  areas 

where  rivals  cannot  com- pete: international  markets. 

pan-European  decision- 
making, centralisation  of 

trading  and  investment  that 
will  result  from  the  euro. 

The  City  is,  rightly,  suspi- 
cious of  pat  solutions:  it 

knows  that  markets  do  not 
work  that  way.  And  there 

may  be  no  definitive answers  to  any  of  these 

questions.  But  at  least  the 
isfiiieg  facing  the  City  should 

be  Identified  and  understood. 

The  author  is  codirector  of 
the  Centre  far  the  Study  of 

Financial  Innovation. 

si: 

¥k ..'iiinii 
i>  •   «-■ 

*?■>  1 !'  *
f 

_V 

a 

Open  ski 

£ 

Ch 

cse 

£rs* 

■ 

i   fieri*. 

•-  * 

•;i- •   i4  ifa'JNi 

'   ‘vWftWW  #:'! 

-   -*  m 

(MB 

re.R 

-   *   i 

r.  ?:  t 

"-"■’c  rmfhtum 

=   a i*.  face 



15 
FINANCIAL  TIMES  TUESDAY  FEBRUARY  16  1999 

IJEIMTok COMMENT  &   ANALYSIS 

..ate*!***.-.  _ 

»_-b£ 

:   *rt  i   h» 

^ratuoi.r 

»iii 

FINANCIAL  TIMES 
T^iSS 

Tuesday  February  16  1999. 

mtpm**-. 
PSto*-  - 

wro 
P*  ***-.  j.- 

Ai'  ; 

OH  ttt  i.m 

HNS  Of  Ihi  I 

MM  mm 

Up  ill  parking  ticket 
Hi  mil  *vk 

t-mm**  rs.., 
P   tt* 

MMM*  ’ 

t|i.  »; 

P'PKHMK'i  • 

.ftlijur*' •   •   • 

Those  disposed  to  scare  the 
public  with  monsters  have  found 
a   new  one:  Frankenstein  Food. 
Except  that  it  is  not  new:  geneti- 

cally modified  plants  have  been 
around  for  a   decade  and  a   half. 

They  have  been  extensively 
tested;  they  are  grown  in  more 
than  30m  hectares  of  the  Ameri- 

cas and  south-east  Asia;  and  the 
products  are  widely  consumed 
without,  it  seems,  any  ill  effects. 
So  what  it  the  problem?  A 

group  of  scientists  has  refocused 

attention  on  a   UK  research  find- 

ing that  a   diet  of  genetically  mod- 
ified potatoes  can  damage  rats. 

The  Rowett  Research  Institute  in 

Aberdeen,  where  the  study  was 
conducted,  had  earlier  disowned 

the  results,  but  a   few  experts 

now  say  they  could  have  implica- 
tions  for  human  consumption  of 

^   GM  crops,  such  as  maize. 
/   An  unedifying  combination  of 

scaremongers,  ‘green’  activists 
and  right  wing  politicians  have 
jumped  on  the  bandwagon  to 
back  calls  for  a   moratorium  in 

the  '   experimental  planting  of 
oops  in  the  UX.  The  government 
is  right  to  resist  them,  but  it  is 
right  also  to  endorse  EU  rules  for 

clearer  labelling  of  products.  GM 

crops  are  not  yet  grown  commer- 
cially In  the  UK.  but  there  is 

every  reason  to  continue  with 
experiments.  For  if  smfh  crops 
can  harm  the  environment,  the 

sooner  we  have  data  from  con- 
trolled experiments  the  better. 

up 

genes 

Meanwhile,  the  public  has  a   right to  know  what  it  is 

-   Politicians  cannot  ignore  anxi- 
eties that  are  widespread  in 

Europe,  even  if  they  are  the  prod- 
.   uct  of  ignorance.  Governments 

need  to  he  aware  that  the  rfjgmai 
saga  of  mad  cow  disease  (BSE) 
has  eroded  confidence  in  official 
pronouncements  -   particularly  in 
the  UK.  An  effort  must  be  made 

to  restore  same  hwiPTi^n 
First,  it  should  be  admitted 

that  there  may  be  environmental 

dangers,  especially  from  crops 
made  resistant  to  weed  killers. 

Second,  governments  should  note 
that,  in  the  developed,  world  at 
least,  there  is  no  pressing  need  to 

find  new  ways  of  raising  the  effi- 
ciency of  food  production. 

But  it  must  also  he  made  clear 

that  the  danger  to  human  health 

from  existing  GM  foods  is  negligi- 
ble. That  does  not  absolve  the 

authorities  from  great  caution  in 
authorising  new  products.  But 
provided  that  consumers  are 

given  maximum  information  and 

adequate  choice,  there  is  no  gen- 
eral case  for  obstructing  interna- 

tional trade  or  the  scientific 

development  of  genetically  modi- 
fied organisms. 

As  with  many  other  new  tech- 
nologies, there  are  dangers  that 

need  to  be  controlled,  but  these 

should  not  obscure  the  big- poten- 
tial gains  that  mankind  might 

reap  from  their  careful  and  sensi- ble development 

***  -rr-  ~- 
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Signs  that  the  US  and  the  UK  are 

ready  to  agree  an  “open  skies” 
accord  are  to  be  welcomed, 

mainly  because  this  could  help 

open  the  door  to  a   transatlantic 
open  skies  agreement  between 
the  US  and  the  EU.  The  airline 

industry  should  be  run  to  best 

‘jgterve  passengers.  Too  often  gov- 
vfenunents  call  the  shots,  allocat- 

ing the  seats  at  the  front  to  the 

supposed  interests  of  national 

carriers,  and  bumping,  the  ..con- 
sumer interest  into  steerage. 

Negotiations  on  a   US-UK  open 
skies  agreement,  which  start  tins 
week,  will  be  a   long  and  difficult 

process.  The  US  stalked  out  of 

negotiations  last  October.  Sena- 
tors -   including  Jesse  Helms, 

chairman  of  the  Senate  foreign 

relations  committee  -   would  like 
to  scupper  this  renewed  attempt 

Beyond  politics,  a   phased  liber- 
alisation of  UK  aviation  also 

raises  difficult  technical  issues. 

Regardless  of  restrictions,  US  air-, 
lines  will  have  to  understand 

that  Heathrow  -   the  world's  busi- 
est international  airport  -   is  full. 

They  cannot  simply  demand  slots 
at  the  best  times,  any  more  than 

Virgin  or  British  Midland  can. 

Allocating  slots  through  deals 

and  negotiations  is  dearly  Ineffi- 
cient, and  favours  incumbents 

unfairly.  Slots  should  be  open  to 
trade,  something  the  European 
Commission  seems  strangely 

unwilling  to  countenance. 
However,  if  these  difficulties 

can  be  overcome,  a   US-UK  agree- 
ment could  pave  the  way  to  free 

competition  in  the  US  and  EU.  At 

present,  the  European  Commis- 
sion has  only  a   very  limited  man- 

date to  negotiate  on  behalf  of 
member  countries,  not  least 

because  the  UK  has  been  a   vocif- 

erous opponent  Most  EU  coun- 
tries. with  the  notable  exception 

of  the  UK,  have  agreements  with 
the  US.  A   UK  accord  could  let  the 
sensible  idea  of  transatlantic  free 

trade  out  of  the  hangar. 

Such  a   deal  is  in  the  interest  of 

European  airlines,  as  well  as  the 

passengers  that  would  benefit 
from  greater  competition  and 

lower  fores.-  Through  a.  strategy 
of  divide  and  rule,  using  the 

threat  of  regulation  as  a.  batter- 
ing ram,  the  US  has  been  able  to 

negotiate  floces*  for  its  airlines  to 

Europe  white -keeping  Its  domes- 
tic market  dosed  to  competition. 

So  much  for  a   US  commitment  to 

free  and  fair  competition.  This  is 

mercantilism,#  its  world. 

.   The  'firs^d^  -towmds  transat- 
lantic open*  skies  should  be  the 

.   fitting  of  restrictions  on  foreign 

ownership;  ctareaite/more  oner 
ous  in  the  US.  GovHrnments  will 
have  to  acknowledge  that  good 

terra  and  service  are  more  impor- 
tant than  the  flag  on  the  tail 

Indeed,  there  is  no  role -for  gov- 
ernment in  the  airline  industry 

beyond  ensuring  safety  and  com- 

petition. At  a   time  when  automo- 
bile. or)  and  pharmaceutical 

industries  are  consolidating,  it  is 

absurd  that  governments  remain 
so  determined  to  promote  their 
national  champions  in  the  sky. 

Chinese  laws 
.fa£  P* 

The  row  between  Beijing  and 

Hong  Kcrng  over  the  rights  of 
mainland  Chinese  to  emigrate  to 
the  former  British  colony  is  of 

vital  constitutional  importance. 

It  conrarns  the.lnt^tiantatimi  of 
the  two  very  different  legal 

systems  operating  In  mainland 
China  and  in  Hong  Kang,  and 

therefore  the  maintenance  of  the 

“one  country,  two  systems’? 
arrangement  under  which  the 

territory  reverted  to  China  in 

1997.  Both  v<das  need  to  act  care- 

fully to  preserve  the  sanctity  of that  deal. 

The  problem -is  that  Hong 

Kong's  Court' of  Final  Appeal; 

established  after  lengthy  negotia- 
tions between  Britain  and  China 

as  the  territory's  supreme  legal 

arbiter,  has  boldly  asserted  its 

jurisdiction,  and  its  right  to  inter- 

pret the  Basic  Law,  the ‘post- handover  constitution.  The  court 

decided  that  children,  from  the 
mainland  had  the  right  to  stay  in 

_   Hong  Kang  if  one  parent  was  a   - 
fj  permanent  resident,  even  if  they 

did  not  have  a   Chinese  exit  per- 

:   mit  In  effect,  the  judges  insisted, 

that  they  had  the  right  to  inter- 
pret, and  if  necessary  ovemile, 

mainland  laws  where  they  con- 
flicted with  the  Basic  Law. 

Beijing  has  reacted  with  anger, 

declaring  that  the  decision  itself 

was  in  violation  of  the  Basic 

Law.  that  the  Hong  Kong  court 

was  setting  itself  above  Beijing's 
own  National  People's  Congress, 
and  calling  for  the  judgment  to 

be  reversed.  But  that  is  an  over- 

reaction  that  could  prove  count- 

er-productive, and  seriously  dam- 
age confidence  in  the  juridical 

Independence  of  Hong  -Kong, 
which  underpins  its  status  as  an 

mtenurtSo^jfl  finahcia]  centre. 
-   The  decision  of  the  Hong  Kong 

court  is  unlikely  to  be  popular  in 
the  overcrowded  territory,  and  is 

certainly,  not  what  the  Hong 

Kong  government  expected.  Esti- 
mates of .   the  'number  of  new 

^immigrants  viayj  between  30.000 
and  400,000;  although  the  latter 

figure  looks  exaggerated.  But 

that  is  not  the  point  The  court 

decided  on&himoosly  on  its  inter- 
pretation of  the  law.  If  Beijing,  or 

Tung  Chee-hwa,  Hong  Kong's 
chief  executive,  now  seeks  to 

interfere,  it  would  be  a   devastat- 

“ing  blow  to  the  indspendence  of 
the  judiciary. 

Neither  side  can  afford  to  lose 

face,  which  makes  a   compromise 

more  difficult  After  19  months  of 

correctly  and  scrupulously  keep- 

ing its  distance,  Beijing  has  seen 

At  to  attack  the  judgment  as  an 

infringement  of  its  sovereignty. 

Bather,  it  suggests  a   misunder- 

standing of  Hong  Kong's  legal 

system.  The  Hong  Kong  govern- ment also  seems  to  have  been 
taken  by  surprise. 

It  should  not  be  impossible  for 

the-  latter  to  put  the  judgment 

into  effect,  hut  keep  relatively 

strict  administrative  controls  an 

the  inflow  of  immigrants.  As  for 

Beijing,  it  must  recognise  that wiflfntittrrinp-  confidence  in  Hong 

Kong,  and  maintaining  confi- 
dence in  -China,  are  two  sides  of 

the  same  coin. 

Trigger-happy  justice 
Patti  Waldmeir  argues  that  the  US  legal  system  is  being  asked  to  solve  political  and  social 

disputes  that,  would  be  better  addressed  by  other  means 

Are  Americans  relying 

too  much  on  the  judi- 

ciary to  solve  prob-. 
lems  that  the- political 

system  or  society  as  a   whole 
could  handle  more  efficiently

, 

more  wisely,  and  more  fairly? 

Tbat  question  has  bean  raised  by 

a   host  of  legal  decisions 
 in  the 

past  week.  They  range  from 
multi-mi

llion  
dollar  cases 

brought  by  city  governmen
ts 

against  gun  manufactu
rers  

to 
class-actio

n  
lawsuits  brought  by 

stranded  airline  passengers
.  

Even 

the  Clinton  trial  focused  an  the 
issue  of  the  rule  of  law. 

Again  and  again,  Republican 
prosecutors  thrust  forward  the 

phrase  “the  rule  of  law"  as  a   kind 
of  rhetorical  fetish.  Day  after 

day,  they  battled  to  defend  the. 
principle  tbat  no  man  is  above 
the  said  law  (and  tbat  none 
should  be  allowed  to  fly  beneath 

its  radar).  In  the  end.  their  case 
succumbed  to  Its.  very  triviality. 

And  the  rule  of  law  emerged 

from  temporary  exOe  in  the  land 

of  farce. But  how  did  the  sanctified 

principle  of  American  democracy 

get  involved  in  this  sordid  busi- 
ness in  the  first  place?  Is  it  just 

another  example  of  America's cultural  fondness  for  litigation? 

Partially,  yes:  for  200  years,  mat- 
ters of  sex  and  politics  were  kept 

in  a   locked  strongbox  marked 

“private  conduct”.  Now  the  law 
has  broken  that  box  open. 

But  lawyers  only  got  a   foothold 
in  the  Clinton  matter  because 
politicians  had  failed  to  keep  the 
law  at  a   distance.  Unable  to  solve 

what  was  basically  a   political 

problem  between  Congress  and 
the  president,  the  Republican 
leaders  turned  themselves  into 

prosecutors  and  the  Senate  into  a 

court  room.  Other  recent  cases  - 

for  example,  the  handgun  suits  - show  the  same  tendency  to  bring 

in  the  law  where  otter  means  of 
settlement  have  been  blocked. 

All  *h|«  disturbed  the  deli- 
cate institutional  balance  at  the 

heart  of  American  life:  between 

the  legislature,  executive,  and 

judiciary  -   and  more  broadly 
between  the  law,  politics  and 

society  as  a   whole. In  tire  Clinton  case,  the  verdict 

has  partially  restored  that  bal- 
ance by  retaining  the  rule  of  law, 

however  temporarily,  to  its 

proper  pedestal  in  the  matter  of 
sex  and  politics.  But  the  larger 

question  remains:  have  the 
courts  been  forced  to  step  in 

because  politics  has  failed  to 
solve  the  policy  problems  of  the 
2lst  century?  Should  12  randomly 

selected  citizens  and  a   judge  cre- 

ate public  policy  for  a   nation? 
These  are  not  new  questions: 

America’s  institutional  balance  is 
constantly  shifting,  and  each 

shift  provokes  a   battle  between 
those  who  favour  a   greater  role 
for  courts  in  society,  and  those 

who  would  limit  judicial  policy- making. 

But  even  as  the  Clinton  trial 

wound  down  to  acquittal,  the  law 

was  busy  trying  to  annex  new 
territory.  Consider  the  following 

items,  from  the  past  week  alone: 
•   Several  US  cities  are  suing 

gun  manufacturers  to  recover 

public  money  spent  treating  gun- 
shot victims,  the  cost  of  tew 

enforcement  and  even  the  drop 

in  property  values  in  black  and 
Hispanic  inner-city  areas,  where 
violence  is  rife. 

•   In  California,  a   three  pack-a- 
day  smoker  was  awarded  35L5m 
from  tobacco  manufacturers  who 
were  found  to  have  concealed 
information  about  the  health efforts  of  Kmnhing 

•   Airline  passengers,  stranded 

for  hours  on  the  tarmac  at 

Detroit  airport  during  a   snow- 

storm. have  brought  a   class-ac- 
tion suit  against  Northwest  Air- 

lines for  “false  imprisonment”. 
•   Every  day  brings  new  sexual harassment  lawsuits,  as  the 

courts  extend  their  reach  further 
Into  the  workplace.  Critics  say 

they  want  to  litigate  civility  at 
the  water  cooler  and  a   kinder, 

gentler  workplace.  Supporters 

The  legislatures 
were  reflecting  not 

the  will  of  the 

people,  but  the  will 

of  the  gun  lobby1 

say  sexual,  gender,  and  same-sex 
harassment  are  major  problems. 
Whatever  the  truth  of  the  matter, 

the  bold  fact  is  that  it  was 

exactly  this  tew  tbat  got  Presi- 
dent Clinton  into  legal  trouble  in 

the  first  place.  He  would  never 
have  been  called  to  testify  about 

his  relationship  with  Monica 

Lewinsky  without  the  sexual 
harassment  lawsuit  against  him 

filed  by  Paula  Jones,  a   former 
Arkansas  government  employee. 

So  the  evidence  is  easy  to  mus- 
ter: from  the  White  House  to  the 

airport  tarmac,  Americans  are 

turning  to  the  law  to  solve  a 

range  of  problems  -   social,  politi- 

cal, even  economic  -   through  liti- 
gation. Why  are  they  doing  this, 

and  what  might  the  conse- 

quences be?  • 

Robert  Reich,  former  Clinton 

secretary  of  labor,  argues  that 
this  is  all  the  consequence  of  the 

retreat  of  “big  government”: America  is  litigating  where  it  has 
failed  to  regulate:  guns,  tobacco, 

sweatshops,  even  high-tech 
industries  such  as  Microsoft 

In  a   better  world,  conservative 

scholars  argue,  legislatures 
would  legislate  and  government 

would  regulate  the  big  public  pol- 

icy issues  of  the  day.  Cities 
would  solve  their  drugs,  violence, 

and  social  problems  without 
recourse  to  lawsuits  which  do 
little  for  the  underlying  problem. 

Employers  would  foster  a   corpo- rate culture  where  discrimination 

is  punished,  without  having  to 

endure  a   judicially  imposed  civil- 
ity code.  And  the  market  would 

punish  any  airline  that  strands 

its  passengers  on  the  tarmac. 
But  industry  has  only  itself  to 

blame.  The  road  to  more  demo- 
cratic policy-making  is  blocked, 

Mr  Reich  argues,  by  industry  lob- 
byists who  have  enormous  power 

over  the  political  system.  The 
result  is  that  the  political  process 

Is  frozen  and  people  take  to  the 

courts  instead.  “That  seems  to  be 

why  these  problems  are  being  lit- 

igated,” he  says. 

And  this  is  costly.  “Regulation 

through  litigation”  is  inefficient 
and  by  its  nature  cannot  assess 
the  collective  public  good  rather 

than  the  interests  of  the  individ- 
ual But  some  regulation  is  better 

than  none,  he  argues. 

That  is  the  logic  which  under^ 
lies  many  of  these  cases,  espe- 

cially guns  and  tobacco:  “The  leg- islatures were  reflecting  not  the 

will  of  the  people,  but  the  will  of 

Regulation  through 

litigation  is 
inefficient  and  it 

cannot  assess  the 

public  good 
the  gun  lobby,”  says  Jon  Lowy,  a 
lawyer  with  the  Center  for  toe 
Prevention  of  Handgun  Violence, 

which  is  co-counsel  in  two  of  toe 

gun  suits.  “But  the  political  influ- 
ence of  an  industry  has  no  bear- 

ing in  the  courts.”  Hence  the recourse  to  them. 
The  politics  of  the  judge, 

though,  can  have  a   big  impact:  if 
he  decides  to  tackle  tough  social 

problems,  he  can  single-handedly 

shape  public  policy.  Jack  Wein- stein. the  Brooklyn  judge  who 

presided  over  a   private  lawsuit 
decided  last  week  against  gun 

manufacturers,  has  a   reputation 

for  “stretching  the  tew  beyond 

the  breaking  point  to  squeeze 

complex  social  problems-  into 
his . . .   courtroom,”  writes  the National  Law  Journal. 

But  his  jury  agonised  over  the 

questions  raised  by  the  case. 

Could  gun  makers  be  held  collec- tively liable  for  acts  of  violence, 
without  knowing  which  gun  was 

used  In  a   particular  Incident? 
What  about  the  free  will  of  the 
individual  shooter?  Are  gun  mak- 

ers too  Car  back  along  the  chain 

of  causation  to  be  found  the 
“proximate  cause”  of  violence? 

Under  enormous  stress,  toe 
jury  issued  a   confusing  verdict: 
nine  of  toe  25  targeted  gun  mak- 

ers were  collectively  liable 
because  their  marketing  and  dis- 

tribution practices  fostered  ille- 
gal gun  trafficking  out  of  states with  weak  gun  laws  and  into 

those  with  strict  ones,  such  as 
New  York.  Yet  the  jury  awarded 

damages  to  only  one  of  the  vic- tims. Plaintiffs  claimed  victory 

but  legal  scholars  said  the  verdict 
might  not  survive,  either  because 
the  judge  refuses  to  uphold  it,  or 
because  it  is  reversed  on  appeal 

Either  way,  the  other  suits  will 

continue.  Professor  Steven  Craw- 

ley, a   tort  law  expert  at  the  Uni- versity of  Michigan  law  school, 
welcomes  the  trend  to  use  the 

tort  system  because  it  shifts  the 
cost  of  violence  toward  the  gun 
user.  Huge  awards  against  gun 

manufacturers  will  be  passed 

straight  through  to  the  price,  he 
argues.  “That  way  the  price  I   pay 

will  reflect  the  full  costs  to  soci- 

ety that  my  gun  poses.” 
Sexual  harassment  lawsuits 

will  continue  to  multiply  as 

lower  courts  help  define  a   “hos- tile work  environment”,  the  new 
test  of  workplace  discrimination. 

And  under  toe  doctrine  “get  your 
due  or  sue”,  Northwest  passen- 

gers will  claim  damages  for  tar- 
mac suffering.  At  toe  same  time, 

critics  will  complain  that  the  goal 

of  all  these  suits  is  too  vast,  tan- 
tamount to  litigating  a   right  to 

fairness,  in  the  workplace,  in  toe 

cities,  in  airplanes,  in  life  itself. 

Professor  Cass  Sunstein,  consti- 

tutional law  expert  at  the  Univer- 
sity of  Chicago  law  school, 

argues  that  where  social  issues 
like  sexual  harassment  and  guns 

are  already  under  vigorous  pub- 
lic debate,  “we  should  not  use 

ordinary  tori  tew  to  displace 

those  discussions.”  In  his  new 

book.  One  Cose  at  a   Time:  Judi- cial Minimalism  on  the  Supreme 
Court  (Harvard  University  Press), 

he  points  out  that  whatever  is 

happening  at  lower  levels  of  the 
judiciary,  toe  highest  court  has 
chosen  not  to  try  to  settle  big 

social  questions  in  the  court- 
room, preferring  instead  promote 

public  debate. 
The  tug-of-war  between  the  tew 

and  politics  is  as  old  as  toe  coun- 
try, an  Integral  part  of  a   healthy 

democracy.  And  from  Georgia 
last  week  comes  a   signs  of  a   new 
battle:  after  Atlanta  filed  a   gun 

suit,  toe  state  of  Georgia  legisla- 
ture -   where  gun  manufacturers 

have  enormous  political  clout  - rushed  through  a   law  which, 

according  to  Mr.  Lowy,  the  anti- 

gun lobbyist,  would  mean  tbat 
“product  liability  laws  would 

apply  to  aD  products  in  Georgia 

EXCEPT  guns”. 

Whatever  happens  in  the  end 

to  guns,  tobacco,  sex  harassment 
and  airline  discomfort,  the  insti- 

tutional balance  of  power  will  no 

doubt  right  itself.  Not  even  a 
country  that  litigates  issues  such 
as  the  temperature  of  coffee  and 

jokes  in  toe  workplace  can  defeat the  democratic  design. 

OBSERVER 

Sisterly  love, 

Schrempp  style 

Ex  sfeterita-laws,  who  needs 

them?  DahnlerChrysler  . 
co-chairman  Jurgen  Schrempp 

may  know  the  answer.  He's  the subjected  an  open  letter 
published  in  a   local  paper  in 
Baden-Wurttsmberg,  chiding  him 

for  plamsig  to  pay  half  his 
income  taxes  in  foe  US  rather 
than  Germany. 

There’s  nothing  illegal  about  ft 
-   and  it  makes  financial  sense: 

top  rate  tax  m   Germany  Is  56  per 
cent  compared  with  47.1  per 
cent  In  Detroit,  home  of  Chrysler. 

But  Schrempp  might  think  again 

after  reading  the  letter  from 
former  sister-in-law  Gerfinde. 

“Dear  Jurgen,”  she  writes 

politely  as  she  switches  on  the 
ignition.  “I  don't  begrudge  you 

your  20  maiion."  But  then Gariinde,  once  marred  to 

Schrempp’s  brother  GOnter, 

starts  to  rev  up.  “Isn't  it  possible 

to  pay  one's  taxes  in  an  orderly 
manner?  With  whaf s   left,  don't 
you  still  come  out  with  9   or  10 
million?"  By  the  end  of  the  letter, 
she's  in  fifth  gear.  “Forspve  me  if 

I   remind  you  of  your  dear, 

honourable  father,  if  he' were  still 
afive,  he  would  be  ashamed  of 

you.”  Maybe  time  for  Schrempp 

to  go  Into  reverse? 

Ruth  aboard 
Just  In  case  anyone  thought  New 
Zealand  prime  minister  Jenny 

Shipley’s  government  has  been 
getting  ideologically  soft  towards 
the  end  of  Its  third  electoral  term, 

she's  appointed  Ruth  Richardson 
to  the  Reserve  Bank  board. 

Richardson,  an  old  friend,  was 

supported  by  Shipley  after  she 
became  finance  minister  in  1992 
and  went  on  to  launch  a 

breathtaking  range  of  new  social, 
health  aid  other  initiatives  in  her 

“mother  of  all  budgets”. 

A   supporter  of  the  Reserve 
Bank  Act,  which  gave  the 

governor  Independence  from  the. 

government  Richardson  also  had a   hand  In  the  Fiscal 

Responsibility  Act  that  requires 
the  Treasury  to  give  regular 

updates  on  the  stale  of  the 
economy.  But  she  was  eventually 
sacked  as  finance  minister  and 

resigned  from  parliament  Since 

then,  she's  done  well  advising 
Third  Worid  governments  on 
economic  reform. 

Richardson  becomes  a   director 

of  the  Reserve  Bank  at  a   time 
when  its  monetary  policy  and  the 

accuracy  of  Its  forecasting  has  . 
been  criticised.  As  a   director,  she 

has  to  advise  the  government  cm 

the  performance  of  the  Bank  end 

its  governor  -   a   role  that  long 
-serving  governor  Don  Brash 

might  be  nervous  about  Given her  reputation  for  being  tough 
minded  and  inflexible  things 

could  get  interesting. 

No  porridge 
Jailed  currency  trader  Robert 
Young  obviously  has  a   way  with 

words.  The  man  imprisoned  for 

his  role  in  the  “Canirade  affair"  - 
clients  were  left  claiming  they'd lost  El  6m  -   has  been  exercising 

his  influence  over  Inmates  in 

Jersey’s  La  Moye  prison. 

Nearly  80  prisoners  in  the diff-top  penitentiary  have  just 

ended  a   24-hour  hunger  strike  In 

support  of  the  convicted  . 
fraudster  -   who's  on  his  ninth 

day  without  food.  Young 
confesses  to  be  “deeply  moved 

by  this  symbol  of  solidarity"  and 
reckons  no  one  could  help  but 

be  "profoundly  affected  by  such 

a   simple  and  dignified  demand, 

for  right": 

Young  lost  an  appeal  against 
sentence  last  month  and  now 
wants  to  take  his  case  to  the 

European  Court  of  Human 

Rights,  claiming  an  unfair  trial 
and  "less  than  human"  treatment, 

(n  the  meantime,  he's  turned from  currency  trading  to 

producing  a   daily  "Letter  from  La 

Moye". 

in  one,  he  likened  himself  to 
the  "spiky  bits"  on  a   hedgehog 

and  In  another  he  quoted  from 
Robert  Bums  and  reflected  on 

his  childhood  home. 

Fair  cops 

Malaysia  is  polishing  up  its  police 

force.  It’s  sending  11, OCX)  police 

officers  on  a   public  relations 
course  that  will  then  be  extended 

to  the  rank-and-file. 
The  image  of  the  force  has 

been  undermined  by  several 
high-profile  incidents,  not  the 

least  of  which  was  the  beating  of 

Anwar  Ibrahim,  the  sacked 

deputy  prime  minister,  while 
enjoying  the  security  of  police 

custody. 

A   month-long  investigation 

found  the  police  were  to  blame, 

despite  prime  minister  Mahathir Mohamad's  early  suggestion  that 
Mr  Anwar’s  black  eye  and 

bruises  might  well  have  been self-inflicted. 
Abdul  Rahim  No  or,  the  head  of 

the  police,  resigned  after  the 
affair  but  no  Individual  was  found 
responsible,  forcing  a   second 

investigation.  “Although  the force's  image  has  been  dented, 
we  are  determined  to  serve  the 

people  to  the  best  of  our  abifty,” 
says  Inspector-general  of  police Norian  Mai  in  announcing  the 

image-building  courses.  While 
that  should  come  as  good  news 

for  most  Malaysians,  maybe  ft's  a bit  late  for  Anwar. 

Bear  market 
Folks  at  consumer  goods  group 

Unflever  have  been  getting 

grizzly.  The  cuddly  Snuggle  bear 
character  used  to  flog  fabric 

conditioner  in  the  US  has  been  in 

foe  ware  -   and  Unilever  has  had 

to  step  in  to  protect  him.  The 
Angio-Dutch  group  has  got  an 

injunction  against  a   video  games 

maker,  3 DO,  stopping  It  using 

Snuggle  beer  in  one  of  its 
adverts.  A   shocked  Unilever 
official  says  foe  ad  showed  foe 

poor  old  bear  being  beaten  up. Bear-faced  cheek. 

fMi 

100  years  ago 
Deutsche  Bank  success 
The  Deutsche  Bank  has 

undoubtedly  scored  with  the 
new  German  loans.  It  was  a 
bold  enterprise  to  take  upon 
its  own  shoulders  foe  issue  of 

government  loans  to  the 
amount  of  £10,000,000  when 

foe  usual  strong  syndicate  of 
banks  had  refused  the  offer, 

especially  at  a   time  Dke  this when  financial  business  in 

Germany  has  been  none  too 

rosy.  To  Judge  from  the  figures 

published,  foe  Bank  has  no reason  to  regret  Its  hardihood, 
for  we  are  told  that  the  loan 
was  covered  20  times. 

50  years  ago US  Trade  Expansion 

Washington,  Feb.  15.  Severe 

competition  between  American and  European  firms  for 

markets  in  Latin  America,  Asia 

and  Africa  was  forecast  here 

to-day  as  a   result  of  President 
Truman’s  plan  for  developing 

these  areas,  by  Mr.  Willard  L 
Thorp,  Assistant  Secretary  of 

State  in  charge  of  Economic 
Affairs.  Mr.  Thorp  said  revival 

of  European  exports  under  foe 
Marshall  Plan  entailed  no 
threat  to  the  future  of 
American  foreign  trade.  He 

saw  reason  for  optimism  on  * tiie  prospect  of  the  rest  of  the worfoobtainrng  sufficient 
dollars  to  buy  here: 

r 

i 

i 
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Electric  alliance 
Years  of  cut-throat  competition  are 
starting  to  transform  the  commercial 

aerospace  business.  Traditionally,  the  air- 
frame makers  Boeing  and  Airbus  prefer 

each  of  the  big  three  engine  suppliers  to 

build  an  engine  for  every  model.  It  offers 
the  airlines  mavimum  choice  and  lower 

costs,  as  Pratt  &   Whitney,  General  Elec- 

tric and  Rolls-Royce  fight  for  the  order.  In 
these  straitened  times,  however,  exclusive 

deals  are  coming  into  vogue.  The  latest 
appears  to  be  a   pact  for  Boeing  to  offer 

GE’s  GE90  powerplant  as  the  only  engine 
for  a   new  long-range  version  of  its  B777 
twin-jet 
Troubled  Boeing  clearly  benefits.  Its 

mainstay,  the  B747  jumbo,  is  ageing  and 

losing  market  share  to  Airbus's  A340,  a slide  the  B777  has  failed  to  halt.  A   big. 

long-range  version  should  help.  But  vol- 
umes for  this  aircraft  will  be  relatively 

small,  so  GE  will  have  insisted  on  being 

monopoly  supplier  in  return  for  spending 
S800m  to  develop  a   more  powerful  version 

of  the  GE90.  For  GE  this  is  a   volte-face. 
After  only  moderate  success  with  the 

GE90,  it  has  in  recent  years  de-empha- 
sised  lower-margin  new  engine  develop- 

ment and  focused  on  repair  services  and 
leasing. 

'Hie  loser  from  such  a   deal  would  be 
Rolls-Royce.  Granted.  Rolls  has  done  very 
well  out  of  Its  own  exclusive  alliance  with 
Airbus  on  the  A340.  But  the  notion  of  two 

US  giants  such  as  Boeing  and  GE  timing- 
up  cannot  be  comfortable  either  for  the 

UK  group,  or  for  airlines. 

Hoechst/Bhone-Poulenc 
How  should  investors,  keen  to  Increase 

exposure  to  the  life-sciences  sector,  play 
Aventis?  This  is  the  business  forged  from 

the  merger  of  Hbechst  and  Rhone- Poul- 
enc. But  as  it  will  take  another  three 

years  to  emerge  as  a   pure  pharmaceuti- 
cals and  agrochemicals  company,  todays 

investors  have  to  choose  between  either 

parent  company.  On  balance,  they  should 

pick  Hoechst 
The  recent  recovery  in  Hoechst  shares 

may  have  cut  their  discount  relative  to 

Rhone-Poulenc.  But  investor  appetite  for 
Hoechst  is  still  held  hack  by  the  shea: 

complexity  of  the  two-step  merger.  In 

total,  Hoechst  has  to  sell  or  demerge  inter- 
ests in  nearly  10  chemical  businesses.  It 

will  be  a   Herculean  task:  battling  against 
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the  cycle,  not  to  mention  German  tax  law, 

before  a   final  picture  emerges.  But  inves- 
tors with  patience  win  focus  on  the  net 

cash  Hoechst  should  end  up  with  com- 
pared with  Rhone-Poulenc,  whose  stake  in 

Rhodla  Is  now  worth  €l^bn  ($1.7$bn). 
Some  estimates  reckon  Hoechst  will  boast 

net  cash  of  roughly  €7bn-€8bn,  although 

pension  liabilities  could  reduce  that  Ide- 
ally, some  of  Hoechsfs  cash  should  be 

recycled  into  a   larger  stake  in  Aventis.  Of 

course,  Rhone-Poulenc  may  balk,  but  a 
shift  from  5 0/50  closer  to  a   60/40  split 

should  be  negotiable.  And  if,  as  this  sector 
hnq  already  seen,  tire  merger  apart, 
Hoechst  offers  less  risk.  Its  pipeline  is 
more  skewed  to  drugs  which  are  closer  to 

getting  to  market 

Bombardier 
Laurent  Beaudoin,  who  stepped  down 

FMa  month  as  chief  executive  of  Bombar- 

dier, turned  a   amwii  HnnaiHan  snow- 
mobile ntgiroi-  into  an  jpN»maHnn«i  trans- 

portation group,  doubling  revenues  to 

C$8J>bn  (S5.6bn)  in  the  past  five  years.  Not 

to  be  outdone,  Robert  Brown,  his  succes- 
sor. plans  to  double  revenues  once  more 

In  the  next  five. 

Mr  Brown  starts  from  a   position  of 

strength,  Bombardier's  order  book  stands 
at  a   record  CS23bn,  boosted  by  record  rail 

orders  and  booming  dwirumd  for  regional 

and  business  jets.  It  has  grown  to  domi- 
nate this  market  by  buying  up  a   series  of 

troubled  small  aircraft  producers,  from 

state-owned  Canadair  to  Learjet,  De  Havil- 
land  and  Short  Brothers  of  Northern 

Ireland.  Last  year  the  group  delivered  227 
aircraft.  It  has  orders  for  a   further  828  and 

aerospace  now  aw-nmit*  for  half  its  sales 
and  three-quarters  of  its  profits. 

Not  surprisingly,  this  success  is  attract- 
ing competition.  Airbus  plans  to  produce 

a   lOO-s eater  and  Brazil's  Embraer 
announced  last  week  It  would  spend 

$75 Qm  to  build  70-  and  90-seat  regional 
jets.  Meanwhile,  Brazil  and  Canada  are 
Inrirpd  In  g   Treaty  fight  tTret  iwtwm  before 

the  World  Trade  Organisation  this  week, 
with  accusing  the  other  of  unfairly 
«uhri  dining  their  aircraft  maker.  Even  so, 

given  the  prospect  of  15-20  per  cent  profits 
growth  for  the  next  few  years,  the  shares 
-   even  at  21  times  forecast  1999  earnings 
-   stQl  look  attractive. 

Greenalls/Whttbread 

The  deal-hungry  UK  leisure  sector  has 
found  another  piece  of  meet  to  chew  an. 
First  comes  a   regional  pub  company  take- 
over.  Then  ladbroke  bids  for  StaJds  in 
hotels  and  casinos.  Now,  how  about  a   deal 
that  has  a   hit  of  everything  Whitbread 

buying  Greenalls?  It  Is  certainly  a   tanta- 
lising prospect  -   not  that  that  means  any- 
thing will  happen. 

Greenalls'  shareholders  have  not  sur- 
prisingly become  restive.  Before  the 

recent  bQimra»,  thn  stock  had  lmrlarpor. formed  the  sector  by  more  than  60  per 

cent  over  three  yean.  And  at  876Kp,  the 

shares  remain  well  below  the  12-month 
high  of  538p.  The  management  has  never 
lived  down  overpaying  for  Boddtegtan  in 
lare  1S95.  But,  as  bo  often  happens,  the 

company  aaania  to  be  at  its  most  vulnera- 
ble just  after  cleaning  itself  up.  The 

recent  sale  of  its  tenanted  pubs,  for 

instance,  leaves  a   much  neater  portfolio 

and  halves  the  group’s  £7 00m  dUbn)  net 

debt 
AH  this  wreans  that  a   bidder  would  have 

to  pay  /-nrisldarahly  more  than  sight  times 

operating  profits,  or  ii  timaa  earnings, 
especially  one  nice  Whitbread  with  plenty 

of  scope  to  cut  costs.  Whitbread’s  name 
keeps  coming  up  because  the  overlaps 
extend  from  hotels  to  health  dubs  to 

pubs.  But  a   deal  at  £L5bn-£2bn,  including 
debt  and  a   premium,  would  be  far  bigger 

than  any  previous  Whitbread  move  and 

involve  a   share  issue.  The  rise  In  Whit- 

bread's shares  yesterday  suggests  this 
does  not  frighten  the  market. 
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Europe  today 

There  wiB  be  widespread  snow 
over  Finland  but  sunshine  and 

snow  showers  over  Norway  and 
Sweden.  The  Low  Countries  will 

have  sunshine  and  showers,  but 

probably  of  sleet  There  will  be 

plenty  of  snow  over  eastern  Ger- 
many. with  the  snow  turning  show- 

ery from  the  west  Austria  and 
Switzerland  will  have  decent  sunny 

SpaRs  but  also  heavy  snow.  France 
wM  have  a   mixture  of  sun  and 
showers.  There  wifl  be  showers 

■long  the  north  coast  of  Spain.  The 
eastern  Mediterranean  wfll  have 

heavy  showers  and  just  a   utile  sun. 

Hve-day  forecast 
The  Iberian  Peninsula  wU  continue 

settled,  dry  and  sunny.  North-west- 
am  Europe  nriff  remain  unseated 
and  windy  with  bands  of  rein,  sleet 

and  snow  pushing  south-east- 
wards. Central  and  eastern  Europe 

wtf  become  more  unsettled  and 
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By  Richard  Upper  mi 
Pascal  Ftetctar  in  Havana 

Cuba’s  communist  government 

yesterday  launched  a   crackdown  on 

political  opponents  who  collaborate 
with  the  its  •   government,  underlin- 

ing its  hostility  to  the  recent  modifi- cation of  the  US  embargo. 

A   draft  law  designed  to  protect 

“national  Independence  «»>ii  the 
Cuban  economy*  lays  down  tough 
new  punishments,  including  prison 
terms  of  up  to  eight  years  merely  for 

the  possession'  of  information  judged 
to  be  subversive.  It  was  expected  to 

be  approved  late  yesterday  or  today. 

The  law,  unveiled  at  an  extraordi- 
nary session  of  Cuba's  National 

Assembly  of  Popular  Power,  the 

country's  legislative  body,  says  alter- 

ations to  the  US  embargo  “do  not 
signal  any  change  in  US  policy 
towards  our  country  because  they 
are  aiwiwri  at  subverting  the  revolu- 

tion Rnrl  maintaining  Intact  thp  iron 

blockade". 
In  January,  US  President  Bill  Clin- 

ton announced  a   number  of  mea- 
sures, Including  a   widening  of  the 

criteria  for  determining  who  can 

ffgnd  cash  remittances  to  Cuba,  an 

increase  in  US-Cuba  flights,  and 

authorisation  for  the  sale  of  US  food 

and  agricultural  supplies  to  non- 
government entities  in  Cuba. 

•The  Cuban  draft  legislation  specif- 

ically cites  the- US  Torricelli  law  of 
1992,  which  It  says  approved  finan- 

cial help  for  anti-government  activi- 
ties by  “counter-revolutionaries  and flimBTutionlgts**,  and  the  Helms- 

Burton  legislation  of.  1996,  which  fur- ther tightonwri  the  embargo  and  tar-. 
gfsq  Tniprpatinrmi  companies  invest- 

ing on  the  loiawd  Zt  said  those  were 

part  of  a   “permanent  aggression 

against  Cuban  independence". The  new  law  sharply  restricts  the 

supply,  reproduction  and  circulation of  sensitive  information  within 

Cuba.  Anyone  supplying  information 

to  the  US  that  can  be  used  to  “rein- 
force the  blockade  against  Cuba ” 

faces  a   possible  prison  term  of  up  to 

15  years.  The  penalty  rises  to  a   maxi- 
mum of  20  years  if  it  involves  a 

group  of  people  or  if  information  is 
acquired  “surreptitiously".  State 
employees  using  information 

UK  government  plans  radical 
overhaul  of  health  service  pay 
Proposals  would  reward  doctors  for  successful  treatment  of  patients 
By  Nicholas  Tlamins, 
PoMc  PoBey  Edftor 

Top  doctors  In  Britain  should  be 
paid  by  how  successfully  they  treat 

their  patients,  not  just  by  bow  bard. 

they  work,  under  radical  govern- ment plans. 

The  move  is  part  of  a   new  national 

framework  for  pay  in  the  state-run 
National  Health  Service  published 

by  Tony  Blair's  left-of-centre  labour 

government  yesterday.  B   Is  aiTrtwn  st 
breaking  down  barriers  between  dif- 

ferent professions  in  the  health  ser- vice to  reflect  the  changing  pattern 
of  modem  treatment  and  to  reward 

Individual  aidiis  and  responsibilfty. 
The  most  controversial  proposal  is 

that  health  service  consultants  - 

hospital  specialists  -   should  have 
new  contracts  based  on  “agreed 
responsibilities  and  achieving  good 

clinical  outcomes"  rather  than  the 
number  of  sessions  they  work,  as  at 

present.  Doctors  will  face  appraisal 
to  ensure  they  are  delivering  their 

hospitals'  service  goals. 
Under  the  broad  plan  there  will  be 

three  pay  "spines":  one-for 'doctors and  dentists,  one  tor  nurses  and 

therapists,  and  one  for  other  staff. 
The  national  framework  will  lay 
down,  ntintanm  pay  rates  for  key 

types  of  post,  but  health  authorities 
and  hospitals  will  have  discretion 
over  where  each  post  is  placed  on 

the  pay  spine. 
Prank  Dobson,  the  minister  in 

charge  of  health,  said  it  would  3weep 

away  an  arcane  system  of  “expen- sive. outdated  and  inflexible  special 
allowances"  that  help  define  staff  by 
title  and  pay,  not  by  what  they  do 

for  patients. The  government  has  not  given 
details  on  how  the  system  would 

work.  The  British  Medical  Associa- 
tion, which  represents  doctors, 

reacted  with  caution,  saying  it  had 

“not  been  mentioned  before”,  even 

though  early  talks  on  a   new  consul- 
tant contract  have  started. 

The  association  warned  that  nego- 

tiations were  already  “soured"  by 

the  government’s  decision  to  with- 
hold until  the  negotiations  are  com- 
plete £5Qm  recommended  by  the  doc- 
tors’ pay  review  body  to  recognise 

consultants'  increasing  workload. 

However,  the  association  was 
relieved  that  the  government  had 

opted  for  three  pay  spines  -   includ- 
ing a   separate  one  for  doctors. 

Unison,  the  largest  health  union, 
was  furious  at  that  decision  and  at 

the  degree  of  local  discretion  in  the 
planned  new  system.  It  saw  the  plan 
as  reflecting  a   largely  failed  pay 

system  introduced  by  the  former 

right-wing  Conservative  govern- ment. The  Royal  College  of  Nursing 

voiced  reservations,  although  it  said 

it  was  “willing  to  explore  some 

[local]  flexibility”. 

Extending  the  life  of  mechanical  seals  in  petrochemical  plant  pumps  can  save  seven  r»m«;  the  price  of  the  seaL  That’s  why  to 

due  18  major  cotpocgfams  seeking  improved  pump  up-thne  have  signed  Reliability  Alfanrp  onnnatw  nrirh  jnhn  fnw 

Under  each  contract.  John  Crane's  rdiabliity  engineers  manage  the  improvement  process,  plant  by  plant,  wiring  Bill 
responsibility  for  seal  performance,  typically  aiming  co  double  Mean  Tune  Between  Failure  CMTBF).  Wkh  20,000  pumps  now 

managed  at  28  sites  worldwide,  die  results  art impressive.  By  year  two  of  a   five  year  contract,  one  customer  has  seen  MTBF 

increased  by  91%  and  overall  maintenance  costs  down-  36%.  With  John  Crane,  reliability  is  very  rewarding. 

John  Crane  is  one  of  H   Group's  four  specialised  engineering  businesses,  the  others  being  Hwsheds  Polymer  Engineering. 
Bundy  and  Dowty.  Each  one  is  a   technological  and  market  leader  m   its  field.  Together;  their  specialist  skills  enable 

U   Group  to  get  ebe  critical  answers  right  lor  La  customers.  Worldwide. 

© Tl  Group 
Gfobaf  Specie  Used  Engineering 

De|rauiiBgoEIH*ifc,Afan{toup  pic.  Uahaurn  Carat.  Abqgdra.  Own 

gleaned  at  work  face  prison  sen- 

tences of  up  to  80  years. 

In  a   clause  clearly  aimed  at  clamp- 

ing down  on  the  activities  of  Cuban 
journalists  who  criticise  the  govern- 

ment &a  articles  and  commentaries 
in  foreign  madia,  the  law  proposes 

jail  terms  of  up  to  eight  years  for collaborating  with  radio  and  TV  st* Hnrw  and  publications  deemed  to  be pari wtlng  US  policy. 

The  assembly  also  unveiled  a   Sepa- 
rate law  designed  to  tackle  the  grow- 

ing wave  of  serious  crime.  Including armed  robbery,  drug  trafficking  and 

prostitution,  which  has  accompanied 
the  island's  increasing  openness  to 

foreign  in  vestment  and  tourism. 
It  proposes  the  death  penalty  for 

serious  cases  of  drug  trafficking,  cor- 

ruption of  minors  and  armed  rob- 

bery. The  illegal  smuggling  of  emi- 

grants and  violent  assaults  on 
persons  and  property  would  carry 

terms  of  life  imprisonment 
“If  we  don't  increase  the  repres- 

sion against  there  kinds  of  behave 

lour,  this  could  affect  our  tourism,” 
said  Juan  Eecalona,  attorney 

general. 
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ATI  faces  challenge  at  the  top 

Can^Sl^P  Technotofljes  weare  to  have consolidated  its  position  as  the  world’s  teacHnq 
producer  of  three-tSmensional  graphic  chips 
with  flret-quarteLsales  almost  doubling  to 
US$327m.  But  it  faces  challenges  from  a   hand- 

ful of  smaller  rivals,  as  well  as  Intel,  the  world’s 
largest  microprocessor  manufacturer.  Page  1® 

Russia  revived  by  GKO  restnichiring '   Russia's  equity  market, devastated  fast  year  by 
the  devaluation  of  the 
rouble -and  the  default 
on  domestic  debt  has 
been  showing  signs  of 

Ufa.  The  RTS-1F  index- 
has  climbed  16  per 
cent  this  month  on 

,   what  -   by  Moscow 

p^-go  standards  -   are  big -   volumes  of  between 

-   $5m  to  SlOm  a   daw. 
Some  investors  befieve  this  Js  the  start  of  a 
long-term  recovery.  But  it  is  also  a   reaction  to 
the  proposed  restructuring  of  Russia’s  frozen 
Treasury-bill  (GKO)  market  Page  36 

Euro  bond  swaps  etude  bankers 
Bankers  are  mystified  by  the  tack  of  decent 
arbitrage  opportunities  in  the  euro-denominated 
bond  markets.  Page  24 

Easdaq  plans  marketing  blitz 
The  Easdaq  pan-European  stock  exchange  in 
Brussels  plans  a   marketing  blitz  and  new  strat- 

egy to  win  more  listings.  Page  18 

India  an  engine  of  Castnri’s  growth . 
India  is  the  second-biggest  market  for  Castro), 
the  lubricants  arm  of  Burmah  Castro! ,   after  the 
US.  Castrcrf  India  has  succeeded  through  a   dif- 

ferent business  strategy  from  Its  parent,  based 
on  mass-market  premium  brands.  Page  20 

Pirelli  outlines  alliance  strategy  . 
Pirelli  of  Italy’s  affiance  with  fellow  tyremaker 
Cooper  of  the  US  was  not  a   panic  reaction  to 

the  link-up  between  Goodyear  and  Sumitomo  of 
Japan,  PireflFs  chief  executive  said.  Page  19 

Change  to  sweep  forestry  sector 
Battered  by  price  volatility  and  collapsing  Asian 

demand,  Scandinavia's  leading  forestry  prod- 
ucts groups  have  only  one  option  -   a   further 

wave  of  consolidation.  Page  18 

Farmers  plant  trees  to  stem  desert 

In  Senegal,  on  the  south-west  fringe  of  Africa's 
Sahara  desert,  about  15  per  cent  of  the  villages 

have  been  abandoned  because  of  land  degra- 
dation, caused  by  drifting  sand  and  lower  rain- 

fall. But  farmers  are  fighting  back  with  a   power- 
ful weapon  -   trees.  Rage  26 

Dollar  rises  against  yen 
The  dollar  took  advantage  of  the  holiday  atmo- 

sphere in  markets  to  to  US  and  Asia*  rising 
against  to  yen  fa  thin  trade.  .Page  25 
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Schrempp 

promises decision 
on  Nissan 
By  Tony  Battier  in  Frankfurt 

DaimlerChrysler.  ’   the Gennan-US  car  group,  yester- 
day promised  to  decide  within 

three  months  whether  to 
acquire  a   stake  In  Nissan,  the 

struggling  Japanese  carmaker. 

Jfirgen  Schrempp,  co-chair- 
man of  DaimlerChiysler,  said 

a   business  partnership  with 
Nissan  was  attractive  because 
it  would  tom  his  group  into 

the  world's  only  truly  global 
carmaker,  enjoying  a   strong 
position  in  the  US,  Europe  and 

Japan.  . -   “We  shall  have  to  make  a 

decision  with  serious  conse- 
quences in  the  next  two  to 

three  months,”  Mr  Schrempp 
told  a   student  audience  at  the 

University  of  Bayreuth  in 
southern  Germany.  Nissan,  he 

added,  was  “a  great  opportu- 
nity" for  a   company  such  as 

DaimlerChrysler,  with  its 

ambitions  to  alter  the  Japa- 

nese market.  .   ' 
DaimlerChrysler  was  kpown 

to  be  interested  in  Nissan,  as 
weU  as  in  its  subsidiary  Nissan 

Diesel,  -which  makes  trucks 
and.  engines.  However,  Mr 

Sdvempp'fe  remarks  represent 
the  Byst  time  the .   German- 

ESP 

Schrempp:  great  opportunity 

American  group  has  set  a 
timeframe  -   for  deciding 

whether  to  buy  into  the  Japa- 
nese parent  company  and 

show  that  yet  mare  consolida- 
tion awaits  the  international 

.car  industry. 

.   Nissan  is  the  world’s  fifth 
largest  car  manufacturer,  with 
a   20  per  cent  market  share  in 

Japan'  and  excellent  produc- 
tion facilities  in  the  US  and 

Europe.  It  is  therefore  an  obvi- 
ous target  for  DaimlerChrys- 

ler, which  is  keen  to  build  up 
its  business  in  Asia. 

Nissan,  Japan’s  second  larg- est carmaker,  has  large  net 
debts,  officially  totalling 

?2£O0bn  ($2.4bn).  and  it  would 
almost  certainly  need  a   big 

capital  investment  from  a   for- 
eign company  taking  a   stake in  it 

The  Japanese  trade  ministry 
said  this  month  that  it  would 
endorse  an  alliance  between 

Japanese  and  foreign  car- 
makers  if  this- turned  out  to  be 

necessary  to  maintain  Japan’s 
plaoe  in  the  global  car  indus- 

try. ■   ■ 

The  ministry,  made  dear  its 

position  after  Yoshikazu  Has- -awa,  Nissan  Motor  president, 

suggested  last  month  that  a 
foreign  company  might  be 

allowed  to  buy  more  than  one- 
third  of  Nissan’s  shares.  That 
would  entitle  DaimlerChrysler, 
or  any  other  foreign  group,  to 
a   seat  .and  veto  power  on  the 

Japanese  company's  board. 
Renault,  the  French  car- 

maker.  has  confirmed  that  it 

has  opened  talks  with  poten- 
tial partners  in  Asia,  including 

Nissan.  Ford  of  the  US,  which 

bought  a   33A  per  cent  stake  in 
Mazda  ,   of  Japan  in  1997.  has 

also  been  said  unofficially  to 

be  interested  in  Nissan. 

Mitsubishi  seeks  foreign  part. 
ner.Page  2) 

buys  US  fund  manager 
Swiss  bank  arm  buys  Warburg  Pincus  for  $650m 

Credit  Suisse  Asset- 
Management,  owned  by  the 
second  biggest  Swiss  bank, 

yesterday  announced  the 
$650m  acquisition  of  Warbtug 

Pincus'  Asset  Management,  the' 
privately-held  US  mutual  fund group. 

The  deal  continues  the  trend 

for  consolidation  in  the  ftnvi 
management  industry, 
increases  CSAM^  fnnriq  under 
management  in  to  US  by  .60 

per  cent  to  gS7bn,  »nil  brings 
its  total  assets  under  manage- 

ment to  more  than  J230bn worldwide. 

Credit  Suisse  Group  is  also 

to  buy  a   20  per  cent  stake-in 

Warburg  Pincus*  private 
equity  am,  which  manages 
$7tm  with  an  ariititimmi  $sbn 

nf  rarnTplttpri  capita-! This  passive  stake  -   the price  was  not  disclosed  -   rep- 
resents to  first  outside  invest- 

ment in  the  New  York-based 
partnership,  which  was  formed 
more  than  30  years  ago.  . 

Investment  consultants  yes- 
terday welcomed  the  asset 

management  deal  and  said  to 

two  businesses  were  eompli- mentaiy. 

Warburg  Pincus’s  business 
is  primarily  a   retail  equity 
operation  while  most  pf 
CSAM’s  assets  are  In  the  low^ 

margin  institutional  fixed 

income  markets. 

Phillip  Colebatch,  CSAM’s chief  executive  officer, 

described  yesterday's  deal  as  a 
“perfect  strategic  fit"  because 
of  its  retail  bias  and  US  posi- 

tion. The  price,  at  3   per  cent  of assets  under  management  of 
$22bn,  is  towards  the  fop  end 
of  recent  deals  In  the  sector, 

but  Mr  Colebatch  described  ft 

as  a   good  one.  ■ 
Scane  J200m  of  the  price  will 

be  paid  over  three  years  if 

undisclosed  performance  tar- 

gets are  met Mr  Colebatch  said  CSAM 

had  wanted  to  buy  Warburg 
Pincus  ever  since  forming  a 
distribution  alliance  with  it 
last  June. 

“I  wanted  .the  alliance  to  be 
so  successful  that  toy  had  no 

choice  but  to  get  married,"  he 

said. 
Lionel  Pincus,  chairman  and 

chief  executive  of  Warburg. 

Pincus  &   Co.  said  the  deal  was 

prompted  by  the  belief  that 
“scale  and  global  reach  are 
critical  strategic  requirements 
for  ffnawiai  services  firms". 
Warburg  Pincus  also  has 

56b  n.  of  private  client  money 
which  could  provide  a   base  for 

Credit  Suisse’s  re-entry  to  the 

U5  private  banking  market, 
which  it  quit  a   year  ago. 

Although  the  asset  manage- 
ment business,  which 

employs260  people,  will  be 

folly  integrated  into  the  com- 
bined group,  CSAM  is  likely  to 

continue  to  use  the  Warburg Pincus  name. 

Mr  Colebatch  said  there 
would  some  some  synergies 

and  relatively  small  savings  or 
between  S20m-530m  a   year. 

He  added  that  the  group  still 
wants  to  increase  its  presence 
in  western  European  retail 
markets,  and  has  targeted  the 
UK,  France,  Germany,  Italy 

and  Spain. 

William  Priest,  chief  execu- tive of  CSAM  in  the  US.  will 
head  the  merged  firm. 

Should  Volvo  wish  on  Navistar? 
Analysts  debate 

Swedish  group’s takeover  plans 

By  Dm  But  fa  Stockholm  and Mkkf  Tattbi  Chicago  . 

wawaat  unemasonai 

The  juggernauts  of  Navistar continue  to  rumble  across 

America.  But  for  to  past  cou- 

ple of  weeks  it  has  been  take- over talk  that  has  rumbled 

around  the  Chicago  headquar- 
ters of  the  truck,  school-bus and  diesel  ongtnp  maker. 

Sweden's  Volvo  is  under- 
stood to  have  opened  discus- sions with  toe  US  company 

earlier  this  month  and  while 
neither  company  was  making 
any  comment  yesterday, 
Navistaris  shares  have  already 

jumped  from  about  527  at  the 
beginning  of  January  to  53514 

before  yesterday's  Presidents’ Day  holiday,  when  US  markets 

were  closed.  In'  Stockholm, shares  in  Volvo  eased  SKriL50 

to  Skr218-50,  as  analysts 
reacted  cautiously  to  the  news. 

For  Navistar,  this  is  a   far  cry 
from  the  dismal  stories  that 

dogged  to  company  for  much 
of  to  1980s  and  early  1990s. 

The  company  was  born  out  of 

to  former  International  Har- 
vester group,  which  itkelf 

flirted  with  bankruptcy  at  to 
start  of  the  1980s. 

•   Eventually,  IE’s .   construc- 
tion equipment  arm  was  sold 

to  Dresser  Industries,  while  its 

loss-making  agricultural  equip- 
ment business  was  bought  by 

Tenneco.  along  with  to  com- 
pany name.  The  .remaining 

truck  and  diesel  engine  busi- 
ness was  retagged  as  Navistar 

in  1986. 
Far  about  a   decade,  Navis- 

tar’s  management  struggled  to 
find  an  even  keeL  It  instigated 
an  overhaul  of  the  truck  line; 
tried  to  streamline  an 
unwieldy  co6t  base;  tackled  to 

company’s  notoriously  difficult 
labour  relations;  and  rebuilt  a 
shaky  balance  sheet  However, 
from  1986-1996,  Navistar  had 
the  unenviable  record  of  pro- 

viding to  worst  total  return 
to  shareholders  of  all  publicly 

traded  companies  in  to  US. 
But,  in  1996  and  1997,  it 

finally  appeared  to  turn  the 
comer.  John  Home,  chairman, 

laid  out  plans  to  introduce  a 
new  generation  of  tracks,  with 
more  standardised  parts  and  a 

lower  cost  base.  He -demanded 
more  flexibility  in  labour 
arrangements  from  to  United 
Auto  Workers  union,  in  return 
for  investment  in  US  plants. 

Finally,  after  initially  rebuff- 
ing any  deal,  the  workforce 

approved  a   pact  that  extended 
a   master  labour  contract 

through  to  2002. 
Other  positive  developments 

included  a   capital  restructur- 

ing programme,  while  Ford 
Motor  Company  {ticked  Navis- 

tar for  a   long-term  contract  to 

supply  diesel  engines  for  the 
carmaker's  sport  utility 
vehicles  and  pick-up  trucks. 
But  some  analysts  question 

Volvo’s  pursuit  of  Navistar  at a   time  when  to  company  has 

also  been  contemplating  a   bid 

for  Scania,  its  Swedish 
arch-rival,  in  which  it  took  a 
near  13  per  cent  stake  last 

month.  Investor.  Scania's  con- trolling shareholder,  has  so  far 

responded  coolly  to  Volvo’s overtures,  but  the  two  are 
understood  to  be  maintaining 
a   dialogue. 

Some  European  motor  sector 

analysts  think  a   ivnk  with Scania  is  more  attractive  than 

one  with  Navistar.  “Europe  is 

where  the  real  growth  has 

been  into  past  year  and  mar- 
gins thorp  are  higher  than  thp 

US  at  10-12  per  cent."  said John  Lawson  at  Salomon 

Smith  Barney  in  London. 
Others  wonder  whether  the. 

acquisition  of  Navistar  would 

really  amount  to  the  “trans- 
forming deal"  that  Leif 

Johansson,  Volvo’s  thief  exec- 
utive. has  hinted  at  “The  US market  is  very  tough  and  an 

enlarged  Volvo  truck  business 
would  still  be  squeezed 
between  powerful  component 

suppliers  and  powerful  fleet 

customers,"  said  one  Swedish 
analyst 

In  the  US  too,  questions 
have  been  raised  over  the 
extent  to  which  useful  tax 
losses  -   which  Navistar  has 
.carried  forward  because  of  its 

troubled  past  -   might  be  lost 
in  the  event  of  a   takeover. 
Perhaps  the  ultimate  prize 

for  Volvo  would  be  both 

Scania  and  all  or  part  of  Navis- 

tar. But  given  both  target  com- panies know  Volvo  is  an  eager 

buyer,  they  might  be  reluctant to  cede  their  independence 
without  a   generous  premium. 

French 
aerospace 

group  is cleared 

for  sale 
By  Robert  Graham  and  Saner 
Iskander  in  Paris 

The  way  has  been  cleared  for 
the  privatisation  of  Aerospa- tiale following  agreements  on 

the  valuation  of  the  French 
state-owned  aerospace  group 

and  the  cost  to  the  LagardAre 
civil  aviation  group  of  acquir- 

ing a   one  third  stake  in  the 
business. 

Lagard&re  will  be  merging 
its  Matra  defence  arm  into 

Aerospatiale.  The  complex 

deal,  creating  Europe’s  second largest  aerospace  group,  is 

believed  to  involve  Aerospa- 
tiale accepting  a   clean-up  of  Its 

books,  with  substantial  provi- 
sions in  the  19%  accounts. 

In  return,  Lagarddre  will Inject  Matra  into  the  group 

and  acquire  a   33  per  cent 
stake,  while  also  making  an 
initial  payment  to  Aerospatiale 
of  FTr850m  (029.6m,  S14&3m) 

A   statement  from  the 
finance  ministry  last  night 

said  Lagard&re  could  pay  a   fur- ther FFri.l5bn  depending  “on 
the  future  performance  of 

Aerospatiale-Matra  shares". 
In  fixing  this  payment, 

Matra  appears  to  have  been 
valued  at  just  under  FFrlTbn 
and  Aerospatiale  at  about 
FFT30bn. 
The  state,  which  owns  100 

per  cent  of  Aerospatiale,  is 
committed  to  reducing  its 
stake  to  below  50  per  cent  in 

the  privatisation,  which  the 

finance  ministry  said  yester- 
day would  happen  in  the 

year’s  first  half.  The  offer  will 
have  to  be  fitted  in  with  those 

planned  for  Air  France,  Credit 
Lyonnais  and  Credit  Fonder. 
Employees  will  be  offered  4   per 
cent  of  the  stock. 

The  government  also  said  it 

was  removing  Aerospatiale’s  4 per  cent  holding  in  Thom- 
son-CSF.  the  defence  electron- 

ics group  that  was  partially 
privatised  last  year  in  to  first 

stage  of  France’s  defence  sec- 
tor shake  up. 

This  severs  links  between 

the  new  group  and  Thomson, 

which  is  seeking  a   global  alli- 
ance following  its  failure  to 

win  GEC-Marconi  in  last 
month's  battle  with  British 

Aerospace. 

According  to  analysts. 

Aerospatiale-Matra  will  have  a 
market  capitalisation  of  about 
FFr56bn-  With  a   combined 

turnover  of  FFr80bn,  it  will  be 

the  world’s  fifth  largest  aero- space group. 

British  Biotech 

drug  fails  trial 
By  Virgfaia  Marsh 

* 

The  first  of  British  Biotech's 
advanced  trials  for  an  anti- 

cancer agent,  once  semi  as  a 
potential  breakthrough  in 
treatment  of  the  disease,  has 

failed.  ’ 

-   The  company  said  yesterday 

that  a   Phase  m   study  of  mari- 
mastat,  its  oral  anti-cancer 
agent,,  on.  patients  with 
advanced  pancreatic  cancer 
had  not  met  its  main  targets. 

Study  128  was  one  of  to  two 

tests  over  which  Andrew  Mil- 
lar, to  company's  former  head 

Of  clinical  trials,  raised  con- 

cerns last  year.  The  revela- 
tions caused  shares  in  the  once 

highly-rated  company  to  col- 
lapse and  led  to  to  departure 

of  chief  executive  Keith 

McCuHagh,  and  other  top  man- 
agers, after  accusations  that 

investors  had  been  misled  over 

progress  in  to  trials. 
Yesterday  the  shares  fall 

4%p  to  a   low  of  Zltfp,  down 
from  326p  in  May  1996  when 

the  company  was  valued  at 
£1.92bn  and  seemed  on  the 
verge  of  entering  the  FTSE 

100.  
• 

Hie  company  said  the  trial had  faflptj  to  meet  its  target  of 

4 

detecting  a   16  per  cent  or 
greater  reduction  to  mortality 
of  patients  receiving  lOmg  or 

flfimg  doses  of  marhnastat  com- 

pared to  gemcitabine,  a   chemo- 
therapy treatment  produced  by 

Ell  Lilly  of  to  US. 
However,  a   secondary  analy- 

sis bad  suggested  to  higher 

2Smg  dose  was  as  effective  as 

gemcitabine. The  study  is  to  first  of  ten 

marimastat  trials  and  the  com- 
pany said  it  was  too  early  to 

draw  broader  conclusions  over 

the  drug’s  efficacy. 
An  eleventh  trial,  into  ovar- 

ian cancer,  was  dropped  in 
December  after  a   strategic 

review  by  new  management 
concluded  that  it  was  poorly- 
designed. 

Dr  Millar  said  yesterday’s results  vindicated  bis  original 

concerns,  adding  that  the 

ongoing  tests  use  the  lower 
dosage  rather  than  the  more 
promising  25mg  dose. British  Biotech,  which  is 

also  developing  a   treatment  for 

acute  pancreatitis,  made  pre- tax losses  of  £249m  (2309m)  in 
to  rnnwt.hR  to  January  31, 

when  it  had  cash  of  £i05^m. 

Comment,  page  21 
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COMPANIES  &   FINANCE:  EUROPE       -   - 

Norsk  Hydro  reports  28%  fall  in  profit By  Valeria  Skald  in  Oslo 

Norsk  Hydro,  Norway’s 
largest  industrial  group,  yes- 

terday said  felling  profitabil- 
ity in  three  of  its  core  busi- 

nesses -   oil,  fertilisers  and 
petrochemicals  -   had  wiped 
28  per  cent  off  Its  1998 
profits. 
The  results  have  triggered 

a   sweeping  restructuring 
plan  that  aims  to  add  up  to 
NKrSbn  (S856mj  to  operating 
profits  by  2001. 
The  plan  will  lead  to  the 

loss  of  1.500  jobs  out  of  Its 
40,000  staff  and  consultants 
by  the  summer  of  2000,  a   cut 
In  NKrl^bn  worth  of  invest- 

ments this  year  to  NKzl2bn, 

and  disposals  of  some  non- 
core  assets. 
The  tightening  measures 

follow  similar  cutbacks 

among  oil  companies  world- wide amid  consolidation  in 
the  industry,  itself  caused 

primarily  by  record  low  oil 

prices. “This  is  a   normal  develop- 
ment ...  in  the  competitive 

situation  we  are  facing.  We 
need  to  have  a   perspective  of 
being  twice  as  good  without 

being  half  as  big,"  said  Egil Myklebust,  Norsk  Hydro 
chief  executive. 

The  company  yesterday 
reported  a   28  per  cent  fell  in 

last  year’s  net  profits  to 
NKr3-75bn  from  NKrSJ2bn  on 

virtually  unchanged  reve- nues of  NKr97.5bn. 
The  effects  were  only 

partly  offset  by  progress  In 
light  metals,  a   substantial 

gain  from  the  sale  of  securi- 

ties and  a   lower  effective  tax rate. 

Norsk  Hydro  plans  to  real- ise NKrlhn  of  the  improved 

operating  profits  this  year, 

primarily  within  its  oil  and 
agriculture  divisions,  and  a 
further  NKrl^bn  in  2000  and 

2001. 
The  company  may  also 

identify  a   further  NKr2£bn 

In  improvements  to  operat- 
ing profits,  making  a   total  of NKrSbn.  More  than  60  per 

cent  of  the  NKr2Sbn  in 
improvements  will  .   be 

achieved  through  cost  cots, 

such  as  lay-offs  within  its 

Norwegian  oil  and  gas  busi- 

ness. postponement  of  pro- 

jects, improvements  in 
purchasing  and  logistics. However,  the  company 

plans  to  sell  or  seek  partners 
for  its  non-core  activities, 

particularly  those  with  “sub- par”  results  and  companies 
where  it  Is  a   sole  owner,  Mr 

Myklebust  said.  For  exam- 
ple, it  aims  to  seek  a   new 

ownership  structure  in 

Hydro  Seafood,  the  world's 

largest  producer  of  salmon.
 

Norsk  Hydro  will  also  con
- 

tinue its  search  for  an  alli- 

ance partner  for  its  petro- chemicals division  following 

the  failed  merger  in  Octobe
r 

with  EVC  International  of
 

the  Netherlands. 

It  also  plans  to  reduce  its 
non-strategic  40  per  cent 

bolding  in  Dyno  Industrier,  a 

Norwegian  explosives  and 
chemicals  company  with  a 

market  value  of  NKrSbn. 

Norsk  Hydro  shares  closed 

up  NKrl  at  NKl283. 

Repsol  lifts 
profits  15% 
By  David  Whits  in  Madrid 

Spain's  Repsol  group  has 
bucked  the  trend  among 
international  oil  companies 
hit  by  the  slump  in  crude  oil 
prices  by  reporting  a   net 
profit  increase  of  more  than 
15  per  cent  for  last  year. 

Its  attributable  net  earn- 
ings reached  a   record 

Ptal45.5bn  (€874. 6m, 
$9S2.8m)  against  PtaLZfi.lbn 
the  year  before.  Earnings  per 
share  were  up  to  Pta486.05 
from  Pta-120.33. 

Repsol ’s  performance 
reflected  the  fact  that  it  con- 

centrates heavily  on  refining 
and  marketing,  rather  than 
exploration  and  production. 
This  enabled  It  to  benefit 
overall  from  the  fall  in  oil 

prices,  while  more  produc- 
tion-oriented groups  suf- 

fered. 
However,  the  company 

emphasised  yesterday  that  it 
planned  to  press  ahead  with 
moves  to  build  up  its  produc- 

tion operations  -   principally 

through  YPF.  Argentina’s 
privatised  energy  group. 

Repsol  spent  $2.01bn  on  an 

initial  15  per  cent  sharehold- 
ing in  YPF  last  month,  its 

biggest  single  investment  to 
date. 

The  purchase,  which  Rep- 
sol sees  as  the  first  step  to 

eventual  full  control,  is 

aimed  at  building  the  com- 
pany into  a   full-scale  multi- 

national with  a   similar  mix 
of  activities  to  other  majors 
in  the  industry. 

Repsol  said  it  wanted  to 

exploit  the  gains  it  bad  made 
from  the  oil  price  fell  In  this 
cycle  to  rebalance  the  group. 
Its  1998  results  showed  a 
slowdown  in  profit  growth 
since  the  nine-month  stage, 
when  it  stood  at  18  per  cent, 

but  topped  most  analysts' 
forecasts.  Repsol 's  shares closed  0.1  per  cent  up  on  the 
Madrid  market  yesterday  at 

C4&35. 
The  earnings  increase 

came  mainly  from  a   40  per 

cent  boost  to  operating  prof- 

its from  refining  and  market- 
ing, to  Ptal55.2bn,  and  a   55 

per  cent  jump  in  the  gas  sec- 
tor to  Pta77.9bn.  The  com- 

pany said  these  increases 
reflected  higher  refining 

margins  and  growing  natu- 
ral gas  sales  in  Spain  and r^tin  America. 

Operating  profits  from 
exploration  and  production, 
in  contrast,  followed  the  gen- 

eral trend  and  plummeted  66 
per  cent  to  Ptal5.5bn.  This 
was  despite  an  8   per  cent 

increase  in  Repsol 's  produc- 
tion of  hydrocarbons. 

The  group’s  chemical  busi- ness achieved  a   modest 
increase  of  almost  4   per  cent 
in  earnings  to  Pta29.4bn.  in 
what  it  described  as  difficult 
market  conditions. 

Overall  operating  reve- 
nues were  1.5  per  cent  down 

an  1907  at  Pta3459^bn,  with 
the  only  Increase  coming 
from  the  gas  sector.  The 

group  is  counting  on  contin- 
ued growth  of  around  20  per 

cent  a   year  in  the  Spanish 
market  for  natural  gas. 

ING  executives 

cut  own  bonus 
By  Clay  Hams, 
Banking  Correspondent 

The  new  chief  executive  of 

ING  Barings  and  one  of  his 
senior  lieutenants  have 

given  up  part  of  their  guar- 
anteed bonuses  for  1998  in 

order  to  make  a   reduced  pool 
of  money  go  further. 

The  gesture  by  David  Rob- 
ins, the  Dutch-owned  invest- 

ment bank's  chief  executive, 
and  Malcolm  Le  May,  head 
of  corporate  and  institu- 

tional finance,  may  also 
have  helped  to  win  backing 
from  the  parent  ING  Group 
for  a   new  three-year  busi- 

ness plan. 
Michel  Tilmant.  ING  Bor- 

ings chairman  and  a   mem- 
ber of  the  ING  executive 

board,  made  dear  yesterday 
that  even  at  its  reduced 

level,  the  investment  bank's 
bonus  pool  was  “much 
higher  than  deserved  based 

on  the  net  result"  lost  year. 
ING  Barings  was  hit  hard 

by  trading  losses  in  emerg- 
ing markets  securities  and 

also  suffered  from  inade- 

quate control  of  overall  risk 

exposure. The  decision  to  maintain 

the  bonus  pool  at  a   level 
beyond  what  was  justified  by 
results  was  evidence  of  sup- 

port for  ING  Barings' 
revamped  strategy.  Mr  Til- 

mant said.  But  Mr  Robins 
signalled  that  allocation  of 
bonuses  would  be  used  to 

send  a   message.  "Some 
people  performed  poorly, 
and  they  will  be  rewarded 

poorly,"  he  said. ING  Barings  went  through 
considerable  upheaval  last 
year,  with  the  resignations 
of  Arjun  Mathrani,  who 
lasted  only  five  months  as 
chief  executive,  and  Marinus 
Minderhoud.  who  left  in. 
October  because  of  the 

bank’s  poor  results. 
Mr  Tilmant  and  Mr  Robins 

came  into  the  group  long 

after  ING’s  rescue  of  Barings 
in  1995  after  the  collapse 

caused  by  trader  Nick  Lee- 
sun.  Mr  Tilmant  was  chief 

executive  of  Belgium's 
Banque  Bruxelles  Lambert, 
bought  by  ING  in  1997. 
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View  of  the  future  looks  good  on  paper 
Scandinavia’s  forestry  products  groups  plan  further  consolidation,  wri

tes  Tim  Burt 

From  bis  high-rise  office 
at  Metsfl-Serla,  Jorma 
Vaajoki  can  see 

woodland  and  lakes 

stretching  all  the  way  to 
Helsinki  on  the  horizon. 

The  chief  executive  of  the 
world's  fifth  largest  paper 
producer  claims  he  has  a 
similarly  dear  view  of  where 
the  European  pulp  and  paper 
industry  Is  headed.  Battered 

by  price  volatility  and 
collapsing  Asian  demand, 

the  region's  leading  forestry 
products  groups  have  but 
one  option  -   a   further  wave 
of  consolidation. 

Mr  Vaajoki,  embarking  on 
his  third  year  at  the  helm  of 
Metsa-Serla,  plans  to  be  in 
the  vanguard  of  that 

process. Unlike  many  competitors, 
the  Finnish  group  is  well 
placed  to  exploit  acquisition 
opportunities,  both  in  terms 
of  profitability  and 
balance-sheet  strength. 
Earlier  this  month,  it 

reported  an  80  per  cent 
increase  in  full-year  profits 
to  FM1.82bn  (€306m,  $345m) 
-   a   figure  that  looked  doubly 
handsome  against  the  31  per 
cent  decline  reported  days 

later  by  Swedish  rival 
AsstDom&n. 
Loan  facilities  of 

FM7bn-FM8bn  and  solid  cash 
flow,  meanwhile,  mean  that 
Mr  Vaajoki  could  spend  up 
to  FMl2bn  without 

over-stretching  the  balance 
sheet.  And  there  is  every 
indication  that  he  is 

prepared  to  contemplate  a 
significant  bolt-on  deal. 
“The  next  stage  of 

consolidation  will  be  among 

the  tier-two  companies  and 
we  are  looking  for  ways  to 

take  part  in  that,"  said  Mr Vaajoki. 
Most  of  the  buying 

opportunities  are  among 
smaller  specialised  paper 

companies,  which  are 
particularly  vulnerable  to 
raw  material  prices  ,   and 

sluggish  international 
demand.  They  have  been  hit 
hard  by  the  rapid  decline 
over  the  past  18  months  in 

pulp  prices,  which  dictate 
selling  prices  for  end 

products. There  is  little  room  for 
consolidation  among  the 

largest  companies. 
According  to  Metsfl-Serla,  it 
is  one  of  six  companies  that 

Paper  profits 
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command  almost  90  per  cent 
of  worldwide  market  share. 
The  remaining  10  per  cent  or 
so  is  fought  over  by  54 

companies. "We  are  not  looking  for  a 

deal  to  double  the  size  of  the 

company.”  says  Mr  Vaajoki. "But  this  time  next  year 

Metsfl-Serla  will  look  very 

On  the  disposal  front, 
industry  analysts  have  long 
speculated  that  the  company 
could  sell  its  tissue  division, 
with  Swedish  rival  SCA 

mooted  as  the  most  likely 

buyer. 
But  Mr  Vaajoki  emphas- 

ises that  there  is  “no  active 
auction"  under  way,  adding 

The  trick  now  is  to  match  output  to 

demand  rather  than  adding  capacity 

when  prices  rise’ 

increased  the  Finnish 

group’s  exposure  to  those 
areas.  But  on  the  other 

hand,  companies  dependent 
on  such  sales  look  cheap 
right  now  and  could  promise 

useful  growth  opportunities 
over  the  longer  term. 

Taking  them  out  could 

also  help  reduce  over- capacity in  paper  supplies, 
making  it  easier  for  large 
manufacturers  to  turn  away 

low-price  orders. 

T: 

different  following 

acquisitions  and  disposals." That  step  signals  the  latest 
stage  of  a   transformation  of 
the  company,  which  has 
embarked  on  a   hefty  internal 
restructuring.  In  the  paper 

division,  where  profits  rose 
fourfold  last,  year  to 
FMl.OTbn,  the  company  has 

40  per  cent  fewer  people 
than  it  did  two  years 

ago. 
At  the  same  time,  it  is 

beginning  to  see  benefits 
from  investment  in  more 

productive  machinery  and 
subsidiaries,  such  as  Biberist 
in  Switzerland  and  UK 

paper,  acquired  from Fletcher  Challenge  of  New 
Zealand  last  year. 

that  the  company  did  not 
have  to  sell  a   useful  profit 

contributor. 
The  other  option  could  he 

an  asset  swap  in  which 
Metsfl-Serla  could  exchange 

its  tissue  activities  for  SCA's 
fine  paper  business. 
But  again,  the  Finnish 

chief  executive  warns 

against  expecting  a   deal 

soon. "The  only  good  reason  to 
consolidate  is  to  improve 

profits.  We  have  doubled 
profitability  in  three  years,  I 
do  not  want  to  do  something 

to  jeopardise  that-" 

Given  the  uncertain 

outlook  in  Asia  and  Russia, 
the  market  might  not 
welcome  a   deal  that 

‘he  trick  now  for 

Metsfl-Serla  and  other 

paper  groups  is  to  match their  output  to  demand, 
rather  than  simply  adding 

capacity  at  times  when 
prices  rise.  They  have  to 
ensure  bolt-on  acquisitions 
can  be  earnings  enhancing 
in  the  near  term,  not  just 
increasing  volumes. 
Mr  Vaajoki  says  the 

Finnish  group  is  up  to  the 
challenge,  although  its  profit 
growth  this  year  is  unlikely 
to  match  the  rampant 

growth  seen  in  1998.  “Our margins  and  internal efficiency  has  gone  up 

dramatically,  that  is 

something  to  build  on,"  he says.  “Shareholders  do  not 
like  us  because  we  have  blue 

eyes;  they  want  to  see  us 
perform  and  I'm  going  to 

deliver." 

Kemira  hit  by  Russian 

agriculture  problems 
Kemira,  the  Finnish  chemicals  and  ferhTiser  group, 

yesterday  reported  a   sharp  fall  in  fufl  year  pre-tax  profits  to 
.FM579m  ($110m)  from  FM864m  blaming  problems  In  Rust 
sia’s  agricultural  sector,  which  hit  fertiliser  exports.  The 

company  said  sates  In  the  12  months  to  December  31 
were  steady  at  FM14.35bn  against  FM1A39bn  a   year  ear- 

ner. However,  the  agro  division  had  faced  difficult  competi- 

tion with  downward  pressure  on  prices  in  fertilisers, 

caused  mostly  by  increased  supply  and  China's  absence as  a   buyer  of  nitrogen  products. 

Separately,  the  group  indicated  that  It  might  be  inter- 

ested in  UK  group  Id’s  Troxida  division  following  the  col-’ 
lapse  of  id’s  sale  of  fee  business  to  DuPont  in  January. Mr  Karinen  said  Kemira  had  been  hit  by  problems  In 
Russia  where  sales  had  fallen  as  Russian  fertiliser  exports 

had  put  pressure  on  prices  in  other  markets.  The  agro 
division  reported  an  operating  loss  In  fee  last  four  months 

of  the  year  of  FM115m  Earnings  per  share  fell  to  FM  3.60 
from  FM  4.80  with  fee  board  proposing  a   dividend  of FM1.70.  Nicholas  George,  Stockholm CARMAKING   

Takeover  talk  lifts  BMW  stock 
Shares  In  BMW  closed  higher  yesterday  as  the  luxury  Ger- 

man carmaker  remained  the  subject  of  takeover  talk 

despite  a   statement  from  the  company’s  new  chairman feat  he  wanted  to  preserve  its  independence.  They  dosed 
last  night  at  €745,  up  3   per  cent  from  an  opening  €723 

and  against  fee  downward  drift  of  Frankfurt's  Dax  stock market  Index.  Joachim  MUberg.  who  replaced  Bemd  Pis- 
chetsrieder,  said  on  Sunday  there  was  no  truth  to  German 

media  reports  that  fee  company's  position  might  change. 
Tony  Barber,  Frankfurt 
■   Bank  Austria  shares  rose  10  per  cent  yesterday  after 

Goldman  Sachs,  fee  Divestment  bank,  added  it  to  a   Rat  of 
recommended  shares,  citing  its  recovery  from  the  effects 

of  Russia's  economic  ends.  Shares  in  fee  bank,  Austria's 
largest  and  a   large  lender  to  eastern  Europe,  dosed  at  - 644.80.  Reuters,  Vienna 

INSURANCE 

Storebrand  close  to  bank  takeover 
Storebrand,  Norway’s  leading  insurer,  yesterday  secured 

enough  acceptances  from  the  shareholders  of  Rnansban- 
ken  for  its  NKrl.Gbn  ($21  Qm)  takeover  bid  of  the  private 

Norwegian  bank.  Ftnansbanken’s  board  last  week  advised shareholders  to  wait  until  the  bid  deadline  of  February  12 

as  Storebrand’s  NKr40  per  share  offered  price  did  not 
reflect  Rnansban ken's  “strategic  value”.  However  more 
than  92  percent  of  Rnansban  ken  shareholders  accepted 
the  offer,  paving  fee  way  for  the  latest  consolidation  in  fee Nordic  financial  sector. 

Storebrand's  bid  must  still  be  approved  by  fee  authori- 
ties. Storebrand  shares  dosed  NKrf).5  higher  at  NKr59.50. Valeria  Skold,  Oslo 

TORESTRY  ■         

UPM-Kymmene  plans  cuts 
UPM-Kymmene,  the  Finnish  forestry  group,  announced  a 
rationalisation  programme  aimed  at  saving  FM1.2bn 

($228 m)  a   year  after  warn  Big  that  sates  and  prices  had 
fafien  at  fee  start  of  the  year.  The  company,  which  last 
week  reported  pretax  profits  to  December  31  of 
FM8.54bn,  said  business  had  been  less  profitable  in  fee 

fourth  quarter  last  year  and  that  sales  and  prices  in  the 
first  months  of  1999  were  weaker  fe^i  last  year. 

its  cautious  statement  follows  similarly  sluggish  price 

forecasts  in  fee  past  two  weeks  from  rivals  AsslDomfln  of 
Sweden  and  StoraEnso,  the  Swedbh-Rnrash  paper  group. 
Juha  Niemeia,  chief  executive,  said  about  1,000  jobs  were 

affected  by  the  two-year  programme  which  involved  some 
plant  closures  and  a   general  streamlining  of  production. 

Many  of  the  “hundreds"  of  different  measures  had 
already  been  takan  -with  half  the  FM1.2  bn  yearly  savings 

achieved  in  1999,  he  said.  "We  see  fee  year  has  not 
started  as  well  as  expected  and  on  fee  other  hand  the 

competition  is  stronger  due  to  mergers  in  the  sector,”  Mr -Niemeia  said.  Nicholas  George 

SEB  may  sell  non-life  operations  by  middle  of  year 
By  Tin  Burt  In  Stockholm 

SEB,  one  of  Scandinavia's 
largest  lenders,  is  consider- 

ing selling  tts  non-life  insur- ance operations  as  part  of  a 
strategy  to  concentrate  on 
retail  banking  and  asset 
management 
The  Swedish  bank,  for- 

merly known  as  Skandina- 
viska  Enskilda  Banken,  yes- 

terday said  it  hoped  to 
complete  the  disposal  by  the 

middle  of  the  year,  although 
no  talks  are  currently  under 
way. 

SEB’s  non-life  business, 
Inherited  from  its  1997 

merger  with  Trygg-Hansa, 
the  Swedish  insurer  has 
been  named  as  a   possible 
acquisition  target  for 

Storebrand,  Norway's  largest 
insurer. 
Industry  analysts  believe 

it  could  be  valued  at  more 
than  SKrlbn  (S126m). 

Lars  Thunell,  SEB  chief 
executive,  said  the  proposed 

sale  represented  a   further 

step  in  the  reorganisation  of 
the  enlarged  financial  ser- 

vices group  following  the 
disposal  last  year  of  Trygg- 
Hansa’s  real  estate  and 
industrial  and  marine 

operations. Mr  Thunell  was  speaking 

after  SEB  announced  a   30 

per  cent  increase  in  full-year 
pre-tax  profits,  up  from 

SKr4.69bn  to  SKr6.08bn  in 

1998.  The  maiden  12-month 
figures  after  the  Trygg- 
Hansa  merger  showed  funds 
under  munagpmpnt  increas- 

ing by  25  '   per  cent  to SKr499bn  -   malting  SEB  the 

Nordic  region's  largest  asset 
manager. 
Although  net  interest 

income  decreased  marginally 
from  SKr6.83bn  to 
SKr6.78bn.  most  industry 

analysts  welcomed  the  fig- 

ures. They  expressed  relief 

that  SKrl.4bn  of  third-quar- 
ter provisions  for  lending 

losses  in  Russia  had  been 

offset  by  capital  gains  of 

SKrLTbn. 
As  SEB  pursues  a   strategy 

of  concentrating  on  unit- 

linked  Insurance,  asset  man. agement  and  retail  banking, 

some  analysts  questioned  its 
commitment  to  investment 
and  merchant  banking. 

Profits  in  SEB’s  merchant 

banking  division  fell  from 
SKrLSbn  to  SKr316m  -   due 
mainly  to  Russian  provisions -   while  Enskilda  Securities 
saw  its  operating  profit  fall 
from  SKr329m  to  SKz217Ul SEB's  return  on  equity 

rose  to  16.1  per  cent  last  year 

from  12.6  per  cent  in  1997. 
Earnings  per  share  rose  from 
SKr6-04  to  SKr8-27,  and  the 

bank  proposed  to  lift  the  div- idend from  SKr3  to  SKtfL50  a 

share. 

Easdaq  targets  new  companies  with  fresh  marketing  strategy 
Vincent  Boland  finds  an  exchange  intent 
on  winning  more  listings  In  growth  sector MSftmkidBc 

Small  companies  need 
not  despair  too  much  - 
somebody  out  there 

likes  you.  Easdaq,  the  pan- 
European  stock  exchange 

that  targets  young,  capital- 
hungry  companies,  may 
soon  come  calling 

As  it  seeks  to  put  an 

under-achieving  first  two 

years  behind  it.  Brussels- 
based  Easdaq  is  gearing  up 
for  a   marketing  blitz  and 

new  strategy  to  win  more 

listings  from  what  is  widely 

regarded  as  one  of  Europe’s 
prime  growth  areas. 

Over  100  young  European 
companies  are  expected  to 
list  on  growth  markets  this 
year,  and  the  exchange 
Insists  it  will  win  its  fair 
share  of  them. 
To  do  so  it  needs  to  break 

the  stranglehold  on  the 
growth-company  sector  now 

enjoyed  by  EumNM,  an  alli- 
tance  of  small-capitalisation 
‘markets  set  up  by  some  of 
Europe’s  national  bourses. 

The  alliance  groups  Frank- 
furt, Paris,  Amsterdam  and 

Brussels  and  will  expand  to 

Stockholm,  Zurich,  Copen- 

1200 _ 

hagen  and  Milan  later  this 

-1000  _ 

year. 

Stanislas  Yassukovicb. 000 — 

Easdaq  chairman,  says  the 
exchange,  owned  by  venture 
capital  companies,  fund 

managers  and  its  own  mem- 
bers, is  where  we  expected 

it  to  be"  after  two  years. 

*
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He  plays  down  the  rivalry 

-   zoo  1   

with  Euro.NM,  insisting  that 

as  an  institutional  market' its  focus  is  different  to  the 
national  markets  with  their 
large  retail  followings. 
“We  cannot  compete  with 

Euro-NM  for  German  compa- 
nies. Easdaq  is  an  over- 

whelmingly institutional 
market  and  we  don't  pretend 

to  be  competitive,''  he  says. 
“There  have  been  some  spec- 

tacular price  performances 
on  the  Neuer  Markt  but  the 

question  is,  are  they  sustain- 
able valuations?  And  will 

those  German  companies  be 
satisfied  with  purely 

national  exposure?” In  the  next  few  days  Eas- 

daq will  best  a   fair  for  poten- 
tial UK  listings.  Meanwhile, 

new  offices  in  Paris  and 

Frankfurt  will  boost  its  pres- 

ence in  Europe’s  two  most 
dynamic  markets  for  initial 

public  offerings. Andrew  Beeson,  chief 
executive  of  Beeson  Gregory, 
the  London  stockbroker, 

estimates  there  could  be  43 
initial  public  offerings  on 

Easdaq  this  year,  from  16 
counfries.  Executives  admit 

they  are  disappointed  that 

the  39  listings  the  grahangw 

secured  19  to  the  end  of  last 

year  fell  below  their  start-up target  of  50. 

Easdaq  undoubtedly  can 

lay  claim  to  being  a 

much  more  interna- 
tional and  institutional  mar- 

ket than  any  of  the  “new 
markets”.  But  there  is  a 
sense  of  urgency  about  its 
drive  to  woo  more  listings, 
and  the  exchange  also  wants 

to  raise  its  profile  among 
retail  investors. 
That  can  be  risky.  Easdaq 

got  a   taste  of  internet  fever 
when  Ne  tv  is  ion,  a   Belgian 
internet  security  company, 

floated  on  the  exchange  last 
week.  Huge  demand  from 
retail  investors  sent  the. 

price  soaring  from  €12  to 
€110  and  then  back  to  €48  a 

share  within  minutes  of  the 

start  of  trade. 
The  Belgian  stock  market 

watchdog  is  now  investiga- 
ting recent  price  volatility  in 

initial  public  offerings  in 

general. 
Easdaq  and  Netvislon's market  makers  also  met  to 

see  whether  the  volatility 
could  have  been  reduced 

through  greater  “price  dis- covery" -   the  optimum  offer- 

ing price  for  the  company’s 
shares. 

Easdaq 's  current  market 

capitalisation  is  about 
€16.5bn,  while  that  of  the 
four  Euro.NM  markets  com- 

bined is  €43.4bn. A   more  telling  statistic  is 

for  new  capital  raised  -   the chief  reason  why  these  types 

of  exchanges  were  set  up. 

Easdaq  listings  bad  raised 
€l.6bn  to  the  end  of  January . 
while  Euro.NM,  dominated 

by  the  Neuer  Markt,  had 
raised  €4.7bn.  Easdaq  is  rais- 

ing €18m  in  new  equity  for 

Itself  from  new  and  gristing shareholders. 

Bight,  flnanrinl  institutions 
own  63  per  cent  of  Easdaq  - 
ING  Barings,  Eredietbank, 
Standard  Life,  Banque  Popu- 

late, Equitable  Life.  Aros 
Securities,  BT  Alex  Brown 
and  Robertson  Stephens. 

The  funds  mil  be  spent  on 

building  a   new  trading  plat- 
form and  securing  more 

members,  especially  the  big 

investment  banks  whose 

support  is  crucial  both  for 
the  exchange  and  for  the 
companies  that  list  on  it 
When  its  revamping  has 

been  completed,  Easdaq  will 

be  ready  for  Its  own  stock 
market  listing,  probably  in the  first  half  of  2001. 

wm  Easdaq  still  be  needed in  2001?  It  has  already 

rejected  a   takeover  offer  by 

Deutsche  BCrse,  which  oper- 
ates the  Frankfurt  markets. 

There  have  been  suggestions 
it  might  merge  _   with 

EoraNM,  but  it  seems  in  no 

mood  to  surrender  its  inde- 

pendence just  yet 
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TECHNOLOGY  ANALYSTS' WATCH  EARNINGS 

Market  waits 
for  key  results 
after  decline 
ByLodnKrim 
hi  Sm  Rimdico 

Quarterly  results  from  three 
US  technology  bellwether 
stocks,  due  today,  will  be 
closely  watched  after  a   sharp 
decline  in  several  technology 
stocks  last  week. 
With  US  markets  closed 

yesterday  for  the  Presidents’ 
Day  holiday,  today’s  reports 
from  Dell  Computer,  Hew- 

lett-Packard and  Applied 
Materials  could  set  the  tone 
for  the  technology  sector 
this  week. 
In  particular,  Dell,  the 

leading  direct  seller  of  per- 
sonal computers  via  tele- 
phone and  the  internet,  is 

being  closely  watched.  Fears 

that  the  company  -might  tail 
to  beat  Wall  Street  forecasts 

for  fourth-quarter  earn  ft* g» 
of  about  31  cents  a   share 
fuelled  a   sell  off  In  technol- 

ogy stocks.  . 
The  technology-laden  Nas- 

daq composite  index  finished 
down  88.7  points  on  Friday, 
off  nearly  3.5  per  cent  one 
day  after  logging  its  highest 
one-day  points  gain.  Dell 
closed  down  almost  12  per 
cent  on  the  day  at  888%. 
Daniel  Niles,  analyst  at 

Robertson  Stephans,  lowered 

his  estimate  for  Dell’s 
fourth-quarter  revenues  to 
$5J2bn,  from  J5.5bn,  saying 
that  the  PC  company  may 
have  seen  sales  soften 

toward  the  end  of  the  quar- 
ter. And  at  Salomon  Smith 

Barney,  analyst  Richard 

Gardner  said  Dell's  biggest 
rivals  were  making  progress 
toward  mimicking  the 

so-called  “Dell  model”  of 
direct  sales. 
One  of  those  rivals, 

Hewlett-Packard,  is  -   also 
scheduled  to  release  its  quar- 

terly earnings  report  today. 

The  company  is  facing 
intense  competition  in  the 
market  for  PC  printers. 
Where  average  prices  are 
declining.  It  also  has  to  deal 
with  the  expected  transition 

of  its  _   high-performance 
.   range  of  computers  to  new 
microprocessors  jointly 
developed  with  Intel. 

In  November,  the  company 
warned  that  weakness  in 
Asia  and  Latin  America 
could  slow  sales  growth  this 

year. 
Applied  Materials,  the 

leader  in  production  equip- 
ment for  the  semiconductor 

industry,  is  expected  to  sig- 
nal renewed  growth  in  that 

sector  after  a   long  period  of 
slow  sales  as  Asian  chip 

makers  reduced  invest-, 

meets. 
The  company’s  results  are 

seen  as  a   leading  indicator 
for.  the  entire  semiconductor 
sector,  since  purchases  of 
new  equipment  reflect  the 
future  production  plans  of 

chipmakers. 
With  semiconductor  indus- 

try analysts  predicting  a 
return  to  industry-wide 
growth  of  about  14  per  cent 

this  year.  Applied  Materials’ results  will  be  an  important 

signal  of '   whether  such 
growth  is  sustainable. 
Investor  tears  about  the 

future  of  the  technology  sec- 
tor may,  however,  be  calmed 

thin  week  by  the  official 

introduction  of  a   new  gener- 
ation of  microprocessor 

chips  by  Intel.  • 
The  new  Pentium  HI  chips 

aim  expected  to  lead  to  a 

spate  of  fresh  internet  ser- 
vices that  include  high  qual- 

ity video  and  audio,  making 

internet  services  more  akin 
to  television  channels,  creat- 

ing renewed  Investor  inter- est in  that  segment 

Pirelli/Cooper 

deal  sets  tyres 
sector  in  a   spin 
By  John  Griffiths 

Even  in  an  industry 
obsessed  with  flexibility  and 

rapid  responses,  Friday's wnmwmntwnBnt  by  Pirelli  of 

Italy  and  Cooper  Tire  and 
Rbbber  of  Che  US  that  they, 

were  to -form  a   “strategic 
alliance"  seemed  extraordU 
narDy  teat  footwork. 

It  came  just  a   week  after 

Goodyear,  Cooper's  much 
larger  US  rival,  and  Samir 
tomo  Rubber  Industries  of 

Japan  had  launched  a   series 
of  joint  ventures,  most  under 

Goodyear's  control,  to  create 

by  ter  the  world’s  biggest 
tyres  group. 

At  a   stroke,  warned  ana- 

lysts, every  tyro-maker  out- 

side the  “big  three1*  that already  dominate  the  $75bn 
industry  -   Goodyear/Sumi- 

tomo, MicheHn  -sod  Bridge- 
stone -   would  be  'vulnerable 

in  an  inevitable  new  round 
of  consolidation  as  cost  and 

pricing  pressures  mounted.. 
Almost  within  hours  of  the 

Goody  e   ax/  Sumitomo  an- nouncement, Yokohama 

Robber,  Japan’s  third  largest 
tyre-maker,  said  that  it,  too, 
was  looking  for  an  alliance, 
or  even  a   merger. 

But  the  PireDi/Coaper  deal 
is  most  emphatically  not  a 

panic  move,  insists  Marco 
Tronchetti  Provera,  chair- 

man end  chief  executive  of 
the  Italian  tyres  and  cables 

group.  “We  hove  been  nego- 
tiating this  for  almost  a 

year.  It  is  part  of  a   strategy 
which  will  allow  Pirelli  to 

remain  an  independent - 

global  player.” Of  the  Goodyear/Sumi- 
tomo deal,  Mr  Tronchetti 

Provera  says:  "You  have  to 
separate  its  psychological 

effects  from  the  physical  - 

.   the  tyre  Is  global  but  mar- 
kets are  still  different  There 

Is  still  room  far  companies 
like  Pirelli  to  be  a   global 

player,  with  maybe  a 

share  but 
" 

bmyflting  from  afflniuies  of 
the  type  wa  are  forming  with 

Cooper." 

FfrsQi  is  fa  feood  financial 

shape  to  enter  what  none  of 
its  senior  executives  dispute 
will  be  an  ere  of  heightened 

competition.  First-half  net 

profits  ware  up  7   per  cent  at 

L254bn  (€13iam.$148m),  and 

the  group  Is  expected  to 
report  *   toll-year  figure  in 
Hue  with  last  yearVL512bn. 

nnte1  the  affiance,  Coops 

will  market  Pirelli's  tyres,  to 
North  America  through  a 

network  of  5,000  outlets  - Tnuiob  larger  anytMijg 

Piram  previously  had  access 

to,  despite  ite  purchase  of  US 

Moroo  Tronchetti  Provera: 
IneMs  cM  la  not  •   panic  mow 

tyre-maker  Armstrong  about 
a   decade  ago.  Cooper  will 

also  help  HraBi  improve  pro- 
ductivity at  its  US  manufac- 

turing facilities  at  Handfdrd, California-  .   .   .   _/ 

-   Cooper  may.  be  only  the 
world’s  eighth  largest  tyre 

company,  but  its  pre-tax 
earnings  to  sales  ratio  of  10.5 

per  cent  in  the  first  hatf  of 
last  year  was  the  highest  in 
the  industry. 

If  all  goes  to  plan,  says 
-Giovanni  Femuio,  Pirelli 

chief  executive,  the  two  com- 
panies will  be  able  to  market 

a   full  range  of  tyres  using  all 
their  brands  to  increase  both 

partners’  sales  and  double 
Pinto's  overall  North  Amer- 

ican market  share  to  .4  per 
«mt.  it  already.  hdldB  a   i.0 

per  cent  share  of  -   North 
America’s  high-performance —   » ml  highest  profit  margin 

tyres  sector.  Cooper  itself 
has  I7i«r  cant  of  the  North 

.   American  market  r 

.   In  return,  Pirelli  will  help 
Cooper  gain  access  to  South 
America,  where  Pirelli  is 

market,  leader  with  a   35~per cent  share. 
The  deal  does  not  extend 

to  Europe,  where  Cooper  is 

still  digesting  last  year's •   acquisition  of  Avon,,  the  UK 

specialist  tyre-maker,  and 
where  -   says  Mr  Ferrario  - "Pirelli  is  already  large 
ftnmigh  to  compete  with  any 

of  jts  rivals  face  to  face”. :   The.  Cooper  deal  involves 

no  equity  participation  and 
is  described  by  Mr  JenuriD 

as  the  ideal  pattern  for 

future  'alliances.  *Tt  is 
strictly  an  operating  venture 

based  on  contractual 

arrangements  -between  two 
companies  with  mutual 
interests.  It’s  the  right  way 

to  go  -‘you  don’t  want  to 
jump  .into  a   situation  where 

you’re  giving  up  the  steering 

wheel  of  the  company.” 

COMPANIES  &   FINANCE:  THE  AMERICAS 

Leading  edge  technology  puts  ATI  ahead  of  the  game 
The Canadian  chipmaker  has  a   dominant  market  position,  but  rival  groups  are  snapping  at  its  heels,  writes  Scott  Morrison 

Canada's  ATI  Technolo- 
gies appears  to  have 

solidified  its  position  as 
the  world's  leading  producer 

of  tbree-dimendQUid  graphic 

chips  with  first-quarter  sales . almost  douMtogtoUSfJfiT
m, 

from  8168m  in  tibe  same period  a   year  ago. 

But  the  rapidly  evolving 

graphics  industry  has  seen its  share  of  companies  surge 
to  the  top  with  new.  chip 

designs,  only  to  allow 
aggressive  rivals  to  surpass 
than  with  new  technology. 
AIT  now  faces  a   series  of 

if  It  Is  to  tend  off 
a   handful  -of  smaller  rivals, 

as  wall  as  Intel,  the  world's 
largest  microprocessor  man- ufacturer. : 

The  first-quarter  results, 
which  showed  earnings  more 

than  doubled  at  852m,  fol- 
lowed a   hamper  1098  for  the 

company.  With  a   33  per  cent 
share  of  the  $L6bn  market 

for  8D  graphics  chips,  sur- 
passing former  market 

leader  S3,  ATTs  share  price 
more  than  doubled  last  year. 

Most  observers  expect  1898 
to  be  significantly  better. 

But,  as  one  technology  mar- ket researcher  cautions: 
“You're  only  as  good  as  your 

last  chip.” 
Graphics  chips  enable 

computers  rapidly  to  gener- 
ate the  video  images  that 

users  see  an  their  screens, 
from  simple  bar  graphs  to 
the  fast-moving,  colourful 

three-dimensional  scenes 
now  catnsnm  jn  the  latest 

Video  gamPB- 
ATI  has  carved  out  a   domi- 

nant market  position  by 

striking  a   crucial  balance 
between  performance  and 
price,  as  well  as  by  being  the 
only  large  maker  of  graphics 
chips  shipping  products  for 

both  Apple  and  PC  plat- 
forms. 

To  stay  on  the  leading 

edge,  ATT  has  invested 
heavily  in  research  and 
development.  Lastautunm  it 
introduced  Rage  128,  one  of 

the  fastest  chips  on  the  mar- 
ket, which  Apple  Is  install- 

ing in  Its  new  G3  desktop.  A 

new  ATI  chip,  four  times  fas- 
ter than  Rage  128,  Is  expec- 

ted by  mid-1998. But  some  analysts  believe 
it  is  only  a   matter  of  time . 

before  Intel,  which  pur- 
chases ATT  chips  far  Its  com- 

puter boards,  makes  Its  pres- ence fett  in  the  graphics  chip market 

The  US  chipmaker  fa  at 
once  a   competitor,  customer 

and  partner  in  a   technologi- cal aTHnnffp,  and  is  scheduled 

dp-
 

GrapMca  from  ATT*  Rag*  128  cMp  which  is  on*  ofSwtatast  of  its  Mnd  on  the  market 

soon  to  unveil  a   new  inte- 
grated chip  that  combines the  functions  of  a   graphic 

chip  with  core  logic  capabili- 

ties. 
Some  analysts  expect  that 

Intel’s  new  integrated  chip 

will  supplant  stand-alone 
graphics  chips  in  computers that  saU  for  less  than  81,000. 

where  high  performance  is 
not  the  key  concern. 
Although  ATT  plans  to 

introduce  its  own  integrated 

chip  later  this  year,  some 
observers  believe  that  Intel 
wfil  use  its  clout  to  squeeze 

competing  graphics  chip 

makers  out  of  the  low-end 

market.  That  'segment 

accounts  for  one-quarter  of ATI’s  sales,  according  to 

Mercury  Research,  the  US 
market  research  group  spe- 

cialising In  computer  compo- nents. "The  Integrated  chip 

fa  a   chaotic  new  variable  for 

the  entire  graphics  market," says  Mike  Felbus,  Mercury analyst 

Another  element  of  ATTs 

strategy  is  to  diversity into  consumer  appliances,  to 

particular  set-top  boxes  used 

to  integrate  television  and 
computers. 

The  company  received  a 

boost  last  autumn  when 

it  was  selected  to  pro- 

vide graphics  and  other  tech- 

nology to  General  Instru- 
ments, which  expects  to  sell 

15m  set-top  units  in  the 
US  over  the  next  three  to 

five  years.  ATI  is  also  mov- ing to  exploit  opportunities in  emerging  technologies 

such  as  DVD,  fiat  panel  dis- 

play screens  and  consumer 

appliances. 
K.Y.HO,  ATI  chief  execu- 

tive and  co-founder,  says  the 

consumer  appliance  market 
will  eventually  become  an 

important  source  of  revenue as  the  company  increasingly 
integrates  Its  technology 

into  a   wide  range  of  prod- ucts. 

Mr  Ho  forecasts  that  his 

company  will  expand  its 
market  share  this  year.  Ana- 

lysts, however,  say  the 

industry  Is  simply  too  vola- 
tile to  predict  that  ATI  will 

remain  the  dominant  graph- 
ics chip  maker  over  the  next 

few  years. 
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CAR  AND  TRUCK  MAKING  DEBT-RIDDEN  GROUP  MAY  ALLOW  ANOTHER  MANUFACTURER  TO  TAKE  A   CONTROLLING  STA
KE   

Mitsubishi  seeks  a   foreign  partner 
By  Atexan&a  Harney  (n  Tokyo 

Eatsuhlko  Kawasoe, 

president  of  Mitsubishi 

Motors,  has  told  the  Finan- 
cial Times  he  is  actively 

seeking  a   foreign  partner  for 

a   "business  relationship1', 
and  would  allow  a   foreign 
vehicles  manufacturer  to 

buy  a   controlling  stake  in 
the  company  as  part  of  its 

effort  to  return  to  profitabil- ity. 

The  group  is  already 
viewed  as  a   possible  target 

amid  the  wave  of  consolida- 
tion in  the  global  car  and 

truck  industry. 
But  it  has  more  than 

Y2,000bn  ($17.54bn)  in  debts 
and  these  pose  a   formidable 
obstacle  to  foreign  suitors 

looking  for  a   foothold  In  the 

Japanese  and  Asian  mar- 
kets. This  was  one  of  the  rea- 
sons Mitsubishi  had  not 

entered  talks  about  a   capital 

tie-up  with  a   foreign  car- 
maker,  Mr  Kawasoe  said. 
He  hinted  that  a   strategic 

alliance  in  trucks  was  likely. 

“If  we  were  to  develop  tech- 

nology jointly  with  a   foreign 
truck  manufacturer.  I   think 

this  would  be  extremely  suc- 

cessful,” he  said,  a   technical 
tie-up  was  possible  with 
DaimlerChrysIer,  he  added. 

“Generally  speaking,  we 
could  share  development 

technology  because  it  is  ter- 

ribly expensive.  Then,  on  the 
basis  of  that,  we  could  share 
car  lines  and  then  share 

marketing.  If  I   could  see 

these  would  be  win-win  situ- 

ations. I   would  be  inter- 

ested.” 

Mr  Kawasoe  said  he  was 
not  asking  for  money  to 

reduce  the  group's  debts,  but 

for  a   technical  alliance  to benefit  both  parties. 

‘The  deals  being  made  in 
■the  US  and  Europe  right 

now  are  acquisitions,  not 

mergers,  except  Daimler- Chrysler.  In  mergers,  there 

is  not  necessarily  an  invest- 
ment from  the  other  party. 

“In  a   merger,  we  could 

develop  technology  together 
without  having  to  spend  any 

money  on  each  other."  he 
“The  point  of  mergers  is  to 

decide  how  to  handle  tech- 
nology, marketing  and  car 

lines,  to  use  resources  bet- 

Unloved  former  giant  craves  a   little  attention 
Suitors  put  off  by  debt  and  slow  reforms,  says  Alexandra  Harney 

At  a   lavish  reception  for 
automotive  industry 

executives  in  Tokyo  ear- 
lier this  year,  Katsuhiko 

Kawasoe.  president  of  Mitsu- 
bishi Motors,  dropped 

another  of  his  famous  lines 
about  his  intentions  for  one 

of  Japan's  largest  car- makers. 

“I've  got  a   shopping  list,” 

be  said,  “and  it  is  very  long.” 
That  line  about  the  parts  of 
the  business  Mr  Kawasoe 

wants  to  sell  generated  a 

polite  chuckle  among  report- 
ers at  the  table.  What  could 

Mitsubishi  sell,  and  who 

would  want  to  buy  it,  some- 
one asked.  On  this  point, 

however,  the  loquacious  Mr 
Kawasoe  was  suspiciously 

quiet. Despite  frequent  sales 
calls  at  the  offices  of  US  and 

European  automotive  execu- 
tives. neither  Mr  Kawasoe 

nor  Japanese  government 
officials  have  been  able  to 

sell  any  significant  part  of 

Mitsubishi  and  fHim  is  mak- 
ing investors  uneasy  about 

the  carmaker’s  future. 

The  company's  stock  fall 
to  an  all-time  low  last  year 
after  Mr  Kawasoe  warned  of 

parent  net  losses  of  Y9bn 

($79m)  on  turnover  or 

Y2^20bn.  In  1997,  the  com- 
pany recorded  losses  of 

Y25.7hn  on  sales  of  Y2^00bn. 

On  a   group  basis,  the  pic- 
ture Is  worse.  With  losses 

from  overseas  and  local  sub- 
sidiaries, net  losses  were 

Y101.8bn.  Debts  have  bal- 
looned to  over  Y2.000bn  as  of 

last  March,  giving  Mitsubi- 
shi one  of  the  worst  balance 

sheets  in  the  industry. 

Moody's,  the  US  credit  rat- 
ing agency,  is  expected  to 

downgrade  the  company’s 
debt  to  Bal  -   equivalent  to 

junk  bond  status  -   this 
month. 
How  did  Mitsubishi,  whose 

share  of  the  passenger  car 
market  has  shrunk  in  the 

past  four  years,  fall  so  far.  so 
fast?  Mr  Kawasoe  says  the 

problems  are  a   result  of  fail- 
ing to  follow  rivals  in 

restructuring. 

The  group  only  began 

restructuring  last  year  -   just 
as  sales  were  collapsing  and 
losses  were  growing. 
“From  1990  until  about 

1997.  Mitsubishi  was  the 

only  anto  company  selling 
lots  of  cars  and  making 

money.  When  other  compa- 
nies were  restructuring  their 

operations,  we  didn't  do  any- 
thing . . .   What  they  did  then, 

we  are  doing  now,”  he  says. 
The  reforms  Mr  Kawasoe 

launched  in  November 

looked  good  on  paper.  A 

truck  plant  in  Japan  would 
be  closed,  the  number  of 

model  platforms  would  be 

halved  and  interest-bearing 
debt  would  be  cut  to 

Yl^OObn  by  the  end  of  2000. 

The  carmaker  would  also 
eliminate  1,000  jobs  at 

its  US  subsidiaries,  sell 

assets  in  Japan  and  aggres- 

sively promote  its  fuel-in- 
jected engine. 

Only  months  later,  com- 
pany executives  are  decid- 

edly less  optimistic. 

Restructuring  at  the  truck 
and  bus  plants  is  plagued 

with  problems,  car  sales  are 
sluggish  mid  the  company  is 
said  to  be  mulling  Job  cuts  in 

Japan  -   although  Mr  Kawa- 
soe calls  that  “the  option  of 

last  resort'*. 
The  push  towards  consoli- 

dation in  tiie  global  automo- 
tive Industry  has  deepened 

Mitsubishi’s  troubles.  Ford’s 

purchase  of  Volvo's  car 
operations  has  raised  ques- 

tions about  the  future  of 

NedCar,  Mitsubishi's  joint venture  to  build  saloons  and 
mini-vans  with  Volvo  in  the 

Netherlands  -   the  plant 

where  the  Carisma.  Mitsubi- 
shi's best-selling  car  in 

Europe,  is  buflt 
The  Ford- Volvo  deal  could 

leave  Mitsubishi  without  a 

partner  in  the  region,  or 
force  it  to  withdraw  from 
NedCar  if  the  US  group 

decided  to  use  one  of  its  own 

“platforms”  as  the  basis  for 

Volvo’s  next  Netherlands- 
built  model. 

Meanwhile,  Mitsubishi 

makes  a   risky  merger  part- 
ner for  Ford  and  other  US 

and  European  groups.  With 
a   market  capitalisation  of 

$2£bn,  it  is  the  smallest  and 
most  expensive  of  the  big 
five  Japanese  carmakers, 

according  to  Warburg  Dillon 
Read. 

Its  debt-toequity  ratio  of 
5.5  is  the  highest  in  the 

industry  and  its  US  subsid- 
iary is  not  expected  to 

return  to  profit  for  at  least 
two  years. 

One  strategy  would  be  to 

follow  the  grawipip  of  Nissan 
Motor,  which  Is  negotiating 

to  sell  Us  truck  business  to 

Stoicafc  Katsuhiko  Kawasoe  sayo  job  cuts  are  a   last  resort  AP 

DaimlerChrysIer.  Mr  Kawa- 
soe says  he  Is  loathe  to  sell 

the  truck  division  which, 

until  the  collapse  in  truck 
and  bus  demand  in  Asia  last 

year,  provided  between  30 
and  40  per  cent  of  sales.  On 

cars,  he  appears  more  flexi- 

ble. But  let  the  buyer  beware. 

Any  foreign  partner  would 
also  have  to  deal  with  the 
likes  of  Mitsubishi  Heavy 

Industries,  the  conservative 
machinery  manufacturer 
that  owns  nearly  30  per  cent 

of  Mitsubishi  Motors.  Mr 

Kawasoe  insists  that  rela- 
tionship is  valuable  because 

it  guarantees  the  support  of 
the  Mitsubishi  kerretsu,  or 
industrial  group,  and  its main  lender,  the  Bank  of 

Tokyo-Mitsubishi. 

Mitsubishi  also  has  a   che- 
quered past  in  its  relations 

with  foreign  carmakers.  Its 
.link  with  Chrysler,  which 

owned  24. per  cent  of  Mitsu- 
bishi as  recently  as  1985,  fiz- 
zled out  following  the 

merger  with  Daimler-Benz. This  was  evident  last  month 

when  DaimlerChrysIer  exec- 
utives came  to  Tokyo  for  an 

exhibition  and  JQrgen 

Schrempp  skipped  a   meeting 
with  Mr  Kawasoe. 

Philippine  Airlines  dives 

to  a   loss  of  lObn  pesos 

Ponds  buy  lifts 
Hindustan  Lever 

By  Tony  Tassell  in  Manila 

Philippine  Airlines  dipped 
further  into  the  red  for  the 

nine  months  to  December  31. 

leaving  the  ailing  national 
carrier  with  an  excess  of  lia- 

bilities over  assets  of  more 

than  5bn  pesos  (3130m). 
In  a   statement  to  the  Phil- 

ippine Securities  and 
Exchange  Commission.  PAL 
said  its  losses  fell  to  lobn 

pesos  for  the  period,  nearly 

double  the  5.2bn  pesos  suf- 
fered in  the  same  period  in 

1997.  It  said  the  losses  left 

PAL  with  a   “capital  defi- 
ciency” of  SS.ibn  at  the  end 

or  December. 
The  airline  has  suffered 

steep  losses  due  to  a   range  of 
problems,  including  a   high 
$2bn  debt  burden,  falling 
demand  for  air  travel  in  the 

wake  of  the  regional  crisis,  a 
slide  in  Asian  currencies 

against  the  dollar  over  the 

past  18  months,  over-staff- 
ing. an  over-ambitious  fleet 

expansion  and  a   22-day 
strike  by  pilots  in  July. 

Operating  revenues  tum- 
bled by  66  per  cent  to  3-06bn 

pesos  in  the  nine  months. 
While  operating  expenses 
fell  59  per  cent  to  5.8bn, 
other  charges  increased  by 

1.2bn  pesos  as  a   result  of  an 
increase  in  financing  costs 

and  non-operating  charges, 

particularly  in  relation  to 

grounded  aircraft. 
PAL  said  Us  total  assets 

fell  by  4.5bn  pesos  between 
March  and  the  end  of 

December,  due  to  deprecia- 
tion on  property  and  equip- 

ment, the  sale  of  “certain 
aircraft”  and  write-offs  on 

“pre-terminated”  leases.  At 
the  same  time,  total  liabili- 

ties rose  5.8bn  pesos. 
PAL  said  it  was  now  in 

talks  with  creditors  over  the 

next  two  weeks  to  gain  sup- 
port for  a   rehabilitation  plan 

-   due  to  be  presented  to  the 

SEC  by  March  15  -   that 
would  involve  a   substantial 

debt  restructuring.  The  lead- 
ing international  creditors 

include  the  US  Export 

Import  Bank  and  leading 
European  credit  agencies. 

"These  meetings  are  quite 

qucial  in  that  we  shall  be 

getting  initial  feed-back  from our  creditors  on  the  viability 

of  the  plan . . .   Their  support 
is  essential  to  the  viability  of 

the  plan,”  PAL  officials  said 
In  a   letter  to  its  8,000-strong 
workforce. 

The  airline  also  said  it  was 

planning  to  sell  off  its  main- tenance and  engineering 

base,  which  it  described  as 
Us  most  marketable  asset  It 

S3  id  the  base  was  designed 
for  more  than  50  aircraft, 

much  huger  than  its  current 
fleet  of  22  aircraft 

Edgardo  Espiritu.  the  Phil- 
ippine finance  secretary, 

said  the  base  should  be 

worth  at  least  8250m.  Local 

press  reports  suggested  Luft- hansa. the  German  airline, 

may  be  a   potential  buyer. 

Castrol  tailors  formula 

to  suit  Indian  market 

By  Krishna  Guha  in  Bombay 

The  resilience  of  India’s consumer  goods  industry 
was  underlined  yesterday 

when  Hindustan  Lever,  the 

Unilever  subsidiary  which  is 

India’s  biggest  private  sector 
company,  announced  a   33 
per  cent  rise  in  profits  for 
the  calendar  year  1998  to 
Rsll.3bn  (9266m). 

The  results  were  boosted 

by  the  acquisition  of  Ponds 
India,  another  Unilever 

group  company,  last  year. 
On  a   like-for-like  basis  group 

profits  in  India  were  up  23 

per  cent However.  K.B.  Dadiseth, 
chairman  of  Hindustan 

Lever,  said  1998  was  a   year 
of  downtrading.  Consumers, 

hit  by  a   big  increase  in  the 
price  of  vegetables,  had 
economised  on  purchases  of 
consumer  goods. 

Hie  rural  market,  which  is 

a   key  volume  driver,  slowed 
progressively  during  1998. 

Oiling  the  wheels 

Burmata  Castrol  -•  ; 

KOO 

He  said  the  current  year 
would  also  be  difficult, 

although  there  are  some 

signs  of  a   recovery  in  agri- 
cultural incomes. 

Hindustan  Lever’s  sales 
rose  21  per  cent  to  Rs94.8bn. 
This  growth  came  mainly 

from  personal  products  and 
exports  -   both  segments  in 
which  the  former  Ponds 

business  contributed 
strongly. 

Exports,  including  sales  to 
Unilever  businesses  abroad, 

jumped  33  per  cent  to 
Rsl6.6bn.  Sales  of  personal 

products  increased  from 
RsS.8bn  toRsl&Sbn. 

Hindustan  Lever  gained 

ground  in  the  fierce  battle  to 
unseat  Colgate  Palmolive  as 

market  leader  in  India’s 
toothpaste  market. 

By  contrast,  sales  of  soaps 

and  detergents  -   Hindustan 

Lever’s  biggest  business  - 
grew  only  fractionally.  The 
ice-cream  business  was  hit 

by  a   price  war. 

ter.  Id  that  case,  mergers  are 
the  -mme  thing  as  acquisi-. 
tions  without  making  any 

monetary  investment." 
Mitsubishi’s  financial  posi- 

tion -   like  that  of  rival  Nis- san Motor  -   is  a   stumbling 

block  in  negotiations  with 

foreign  car  makers. 
Nissan’s  Y4*300bn  in  inter 

est-bearing  liabilities  are 

thought  to  be  hampering  its 
negotiations  over  an  equity 

tie-up  with  DaimlerChrysIer. 

Astra 
sweetens 
offer  in 
debt  talks 
By  Sander  Tboenes  in  Jakarta 

Astra  International,  the 
Indonesian  carmaker,  yester- 

day said  it  had  sweetened  its 
offer  in  troubled  negotia- 

tions on  restructuring 
SI.lTbn  in  debt  , 

Astra  proposed  last  week 
to  add  interest  payments  to 
an  earlier  offer,  including 

$25m  in  early  instalments, 
and  increase  the  proportion 

of  debt  that  would  be  repaid 
within  three  years,  as 

opposed  to  six  years. The  company,  which 

assembles  cars  with  Toyota 

and  a   host  of  other  car- 
makers, also  raised  an  offer 

for  an  early  debt  buy-back 
from  25  cents  to  30  cents  to 

the  dollar,  though  it  cut  the 
total  ammint  available  from 

S70m  to  $45m,  to  free  up 
$25m  for  Interest  payments. 

Astra  was  among  the  most 

advanced  in  debt  renegotia- 
tions among  Indonesian 

enterprises  and  the  talks 
were  seen  as  a   potential 
trendsetter.  But  its  decision 
to  halt  interest  payments 

last  autumn  caused  some 

Japanese  creditors  to  declare 
the  company  in  default 

Rini  Soewandi,  Astra  pres- 
ident director,  said  she  had 

tried  to  accommodate  bank- 
ers who  objected  to  the  debt 

buy-back,  insisting  on  inter- 

est payments  instead.  She 
also  pledged  to  speed  up 
asset  sales,  aiming  to  raise 
Rpl.OOObn  by  the 

end  of  2000  and  ease  con- 
cerns that  Astra  was  unwill- 

ing to  sacrifice  profitable 
subsidiaries  to  save  the  core 

business. 

Ms  Soewandi  insisted 

Astra  could  not  afford  larger 

interest  payments.  “This year  will  be  our  worst  year, 

not  1998,"  she  said,  predict- 
ing domestic  car  sales  of 

24,000  this  year,  compared 
with  3L579  units  in  1998  and 
173.457  in  1997. 
Astra  went  ahead  with  a 

separate  buy-back  of  some 

Rp250bn  in  local  bonds,  how- 
ever, because  they  were  fully 

secured  against  the  compa- 
ny’s showrooms  and  service 

stations.  The  company  also 

set  aside  Rp477bn  to  recapi- 
talise its  Bank  Universal. 

Several  big  shareholders 

have  promised  to  transfer 
their  stakes  to  the  govern- 

ment, In  payment  of  loans  to 
their  ailing  banks.  Ms  Soe- wandi said  this  would  put 

“close  to  30  per  cent"  of  the 
company  in  government 
hands. 

Indonesia  is  strapped  for 

cash  but  Ms  Soewandi  said 

she  expected  the  government 
to  hold  on  to  the  shares  until 

a   debt  agreement  was 

finalised. 

Canon  warns 

over  demand 

in  high  street 

By  Krishna  Guha 

India  is  a   big  driver  of 

profits  for  Castrol,  the  lubri- 
cants arm  of  the  Burmah 

Castrol  group. 
Castrol  India.  Burmah 

Castrol’s  51  per  cent  owned 
subsidiary,  last  week 
announced  a   7   per  cent  rise 

in  pre-tax  profits  to  Rs2.2bn 
(S518m)  in  a   flat  market.  Net 

profits,  aided  by  tax  breaks, 

were  up  13  per  cent  at 
RslAbn. 

“In  terms  of  the  size  of  our 
business  there.  India  is 

extremely  important.”  said 
Mike  Dearden.  chief  execu- 

tive of  Castrol  International. 

"It  is  probably  number  two 
in  volume  and  profits  to  the 

US  as  a   piece  of  turf.” 
The  company  has  been  the 

prime  beneficiary  of  the  lib- 

eralisation of  India’s  lubri- 
cants market  in  1992  -   beat- 

ing off  competition  from 
international  oil  majors. 
Since  then  Castrol  India  has 

been  one  of  the  local  mar- 

ket’s best  performing  stocks, 
showing  an  eight-fold 
increase  in  value  in  seven 

years. 

Castrol  India  now  has  20 

per  cent  of  the  Indian  mar- 
ket, up  from  6   per  cent  in 

1992.  making  it  India's  sec- 
ond biggest  lubricants  com- 

pany after  state-owned 
Indian  Oil.  In  the  consumer 

business  it  is  number  one, 

with  a   market  share  of  27 

per  cent 
Typically,  the  bulk  of  Cast- 

rol's  business  comes  from 

the  petrol  car  market  India 

is  very  much  a   diesel  mar- 
ket. Cars  make  up  only  4m 

of  India’s  38m  vehicles  - 
compared  with  26m  scooters 
and  motor  cycles,  and  5m 
trucks  and  tractors. 

The  company  adopted  a 
business  strategy  similar  to 

that  employed  by  fast-mov- 
ing consumer  goods  (FMCG) 

companies  in  India.  Its  cor- 
nerstone is  mass  market  pre- 

mium brands. 
Castrol  India  charges  a 

premium  of  20-40  per  cent 
across  its  product  range, 

which  it  justifies  on  the 

basis  of  superior  perfor- 
mance. Mr  Savoor  said 

Indian  consumers  are  pre- 
pared to  pay  for  the  guar- 

antee of  quality. 

“Many  of  our  customers 
are  one-truck  owners.  This 
machine  Is  their  life.  They 
cannot  afford  to  take  a 

chance,"  he  said. 
The  Indian  product  range 

is  developed  at  a   research 
centre  near  Bombay  to  meet 
the  demand  for  lubricants 

which  can  protect  ageing 

engines  against  dirty  and 

dusty  roads  and  highly  sul- 

phurous fuel While  the  company  has  a 

high  marketing  spend,  it  has 
kept  a   tight  rein  on  fixed 
capital  investment,  even 

after  building  a   state-of-the- 
art  lubricants  plant  at  Sil- 
vasa,  in  Gujarati 
Mukesh  Palta,  finance 

director,  said  Castrol  India's 
return  on  capital  is  compara- 

ble to  that  of  Hindustan 

Lever.  Unilever's  subsidiary 
in  India,  while  its  return  on 

equity  is  higher,  second  only 
to  Indian  Tobacco  Company, 

part  owned  by  British  Amer- 
ican Tobacco. 

Now  the  company  Is  adopt- 
ing another  strategy  which 

takes  it  closer  to  the  FMCG 
model:  selling  consumer 

products  through  a   network 

India's  vehicle  population Trucks  (1.35) 

Buses  '0.51) 

Tractors 

Jrcps  {0.55) 

Cors Two  wheeler; 

of  200  distributors  rather 

than  a   direct  sales  force, 

which  van  greatly  expand  its 

reach  in  rural  India 
Single-use  lubricant 

sachets  have  been  launched 

to  give  Castrol  a   way  into 

the  big  scooter  market,  ear- 
lier tied  up  by  the  state- 

owned  oil  companies,  which 

have  a   monopoly  of  petrol 

station  sales.  It  already 

sells  10m  sachets  a   month. 

Meanwhile,  Castrol  is  giv- 

ing new  emphasis  to  India's industrial  lubricants  market 
-   where  it  has  hitherto  made 

little  progress.  Here  brands 
matter  less  than  product  and 

price. 

Castrol  is  relying  on  its 

new  distribution  network, 

sachet  packs  and  industrial 
push  to  provide  sales  growth 

this  year  comparable  to  last 

years  7.5  per  cent  It  has  to 
win  business:  the  overall 
market  is  not  growing  at  alL 

This  highlights  one  funda- mental difference  between 
Castrol  and  its  FMCG  peers 

in  India:  demand  for  its 
products  is  derived  from  the 
automobile  and  industrial 

sectors,  which  are  wallowing 
in  low  to  negative  growth. 

By  Paul  Abrahams  in  Tokyo 

Canon,  the  Japanese 
electronics  giant,  yesterday 

cautioned  that  its  consoli- 

dated net  profits  would  fall 

36  per  cent  this  year. The  warning,  which 
rmriwtinps  the  deteriorating 

of  pnngumer  demand  in 

Japan  and  the  damage 
infitrtprf  by  the  appreciation 

of  the  yen  to  exports,  came 
as  the  company  posted  its 

first  drop  in  net  earnings  for 
five  years,  down  7.8  per  cent 
at  Yl(J9bn  (S956m>. 

The  group,  part  of  the troubled  Fuyo  keiretsu, 
hiamftd  the  fall  in  1998  net 

profits  on  a   13.2  per  cent 
increase  in  the  tax  charge  to Yl23Abn. 

However,  operating  profits 
also  fall,  by  4A  per  cent  to 

Y260bn,  as  sales,  general  and 
administrative  expenses  rose 

3A  per  cent.  That  compared 
with  a   2.4  per  cent  increase 
In  sales  to  Y2£26bn. 

At  the  pre-tax  level  profits 
rose  2   per  cent  to  Y239.5bq. 

mainly  due  to  a   big  reduc- 
tion in  “other”  expenses about  which  the  company 

did  not  elaborate. 
Barninga  per  share  fell  7.9 

per  cent  from  Y134.6  to 
Y123.93.  The  results  were 
announced  after  the  market 
had  closed  and  the  shares 

dosed  up  1.25  per  cent  at 

72,430. 
The  company  forecast  this 

year’s  consolidated  sales 
would  be  Y2A60bn,  a   rise  of 

L2  per  cent  The  prediction 
yras  based  on  a   yen/dollar rate  of  Y115,  according  to 

brokers  Dresdner  Hein  wort 

Benson,  which  added  that  a 
Y1  appreciation  against  the 
US  currency  could  cut 
Y8.6bn  off  operating  profits. 

Toshizo  Tanaka.  Canon, 

managing  director,  said  the 
weak  yen  last  year,  boosted 

the  company’s  revenues  by 

Yl24bn,  but  the  benefit  had 
been  muted  by  falling  prices. . 
“Most  of  the  positive  impact 

here  was  offset  by  cuts  in 

product  prices.”  he  said. 

Sales  in  Japan  dropped 

11.2  per  cent  to  Y760bn, 
while  those  in  the  US 

jumped  12.7  per  cent  to 
Yl,005bn  and  in  Europe  9-6 

per  cent  to  YS50bn. 
Canon's  cash  and'  cash equivalents  fen  22  per  cent 

to  Y499bn,  but  short  term 
loans  fell  24  per  cent  to 

Y4Q3bn  and  long-term  debt 

dropped  20  per  cent  to YlSObn.  The  company  is 

among  the  most  financially robust  in  the  Fuyo  group. 

The  operating  results  were 

boosted  by  the  camera  divi- sion. where  results  jumped 

23  per  cent  to  Y27-2bn,  on 
sales  up  8   per  cent  at 

Y267bn. 

The  company  said  this  was' 
mainly  due  to  strong 

demand  for  its  Advanced 
Photo  System  cameras, 

though  sales  of  traditional SLR  cameras  were  also  up.  . 

The  division  accounted  for 

about  10  per  cent  of  turn-, 

over. Operating  profits  at  the 
business  machines  division 

-   the  most  important  -   fell 

0.7  per  cent  to  Y316bn  on 
sales  up  2.5  per  cent  at 

Y2^58bn. Canon  blamed  the  poor 

domestic  market  for  the  fall 

especially  disappointing 

sales  of  computers  and  com- 

puter peripherals. However,  sales  were 

boosted  by  a   strong  perfor- 
mance by  laser  printers  and 

faxes  overseas. 

NEWS  DIGEST 

AIRLINES 

Oneworld  aims  to  expand 

and  jointly  buy  aircraft 
The  seven  airlines  whit*  formed  the  Oneworld  alliance 

said  yesterday  they,  were  in  talks  wjth  other  airlines  to 
expand  the  global  grouping  and  were  also  considering 

combined  purchases  of  aircraft 

James  Strong,  chief  executive  of  Qantas  Airways,  Aus- 

tralia's leading  carrier,  said  On  eWorld’s  talks  with  other  air- 
lines were  at  “various  stages”.  After  a   quarterly  meeting  in 

Sydney,  chief  executives  of  airlines,  in  the  alliance 
announced  the  entry  of  Iberia,  the  Spanish  carrier,  to  One- 
world,  which  also  includes  Qantas,  American  Airlines,  Brit- 

ish Airways,  Cathay  Pacific  Airways,  Canadian  Airlines 

Corp  and  Finnalr.  The  airlines  have  merged  their  timetables 

and  frequent  flyer  programmes  to  cover  632  destinations 
in  nearly  140  countries. 

The  entry  of  Iberia  followed  the  joint  purchase  last  week 

by  BA  and  American  Airlines  of  10  per  cent  of  the  Spanish 
airline.  The  Spanish  government  is  expected  to  float  more 
than  50  per  cent  of  the  airline  later  this  year.  Rnnair,  which 
joined  Oneworld  in  December,  is  also  in  the  process  of 

floating.  ■ 

Mr  Strong  said  moire  members  would  soon  Join  the  alli- 
ance. Colin  Marshall,  chairman  of  British  Airways,  earlier 

suggested  Japan  Airlines.  Japan’s  leading  carrier,  would 
join  Oneworld.  JAL  has  a   bilateral  alliance  with  BA  under 

which  they  share  booking  codes  and  frequent  flyer  pro- 

grammes and  has  bilateral  ties  with  other  Oneworld  air- 

lines. JAL’s  main  competitor.  AJI  Nippon  Airways,  Is  set  to 
join  the  rival  Star  alliance,  led  by  United  Airlines  and  Luft- 

hansa. Star  also  Indudes  Scandinavian  Airlines  System,  Air 

Canadajbai  Airways  and  Varig,  the  Brazilian  carrier. 
Gwen  Robinson,  Sydney 

■   Thai  Airways  International,  the  country’s  state-owned 
.   flag  earrier,  said  yesterday  that  recorded  a   profit  of 
BKL29bn  ($170m)  in  the  first  quarter  of  Its  financial  year 

ending  December  31 ,   compared  with  a   loss  of  Bt26.66bn 
in  the  same  period  a   year  earlier.  The  tumround  was 
largely  due  to  the  afrfine  booking  foreign  exchange  gains 
of  Bt3.89bn  on  the  back  of  a   strengthening  baht.  The 
value  of  the  baht  increased  by  7   per  cent  in  the  quarter 

compared  with  the  same  period  the  year  before.  Depreda- 
tion costs  were  also  down  as  the  airline  extended  its 

depredation  policy  on  aircraft  to  20  years  from  14  years. 
Ted  Bardacke,  Bangkok 

AUSTRALIA 

Pacific  Dunlop  close  to  sale 
Pacific  Dunlop,  the  Australian  diversified  manufacturer, 
said  yesterday  it  would  shortly  finalise  the  sale  of  Its  GNB 
Technologies  lead  battery  unit  to  Quexco  of  the  US.  The 
sale,  announced  last  July,  was  postponed  due  to  delays  in 
approval  from  the  Federal  Trade  Commission  of  the  US 

and  price  renegotiations.  GNB’s  sale  price  was  subse- 
quently lowered  to  A$783m  (US$313m)  from  the  initial 

price  of  A$900m. 

Pacific  Dunlop  said  yesterday  the  lower  sale  price  hit  its 
bottom-line  profits  In  the  six  months  to  December,  cutting 
A$94m  off  net  profit  after  extraordinary  charges  to  just 
AS7.7m.  Before  extraordinary  items,  .however,  the  group’s 
net  profit  rase  13  per  cent  to  A$102m.  Sales  increased  42 
per  cent  to  AS3.2bn.  Rod  Chadwick,  managing  director, 
said  Pacific  Dunlop  would  achieve  higher  profits  in  the 
second  half  on  continued  cost-cutting  and  greater  market 
share.  Gwen  Robinson 

SECURITIES  CUSTODY 

Toyo  may  transfer  business 
Toyo  Trust  &   Banking  said  yesterday  it  was  considering 

transferring  its  overseas  securities  custodian  operations  to 
Chase  Manhattan  of  the  US.  “We  have  held  discussions 
with  Chase  Manhattan  since  November  last  year  on  a   pos- 

sible transfer  of  our  overseas  custodian  business,  but  we 

have  not  yet  reached  an  agreement,”  Toyo  Trust  said. 
The  trust  bank  offers  custodian  services  in  Hong  Kong 

and  New  York  for  institutional  investors  and  Japanese 
pension  funds.  Reuters,  Tokyo 
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Is  Booker  going  forwards  or 
backwards?  Following  yester-  Booker 
day’s  10  per  cent  fall,  the  Sbrc  pfe  mu** cash-and-carry  group’s 
shares  are  now  worth  around 
half  the  I24p  per  share  Stuart 
Rose,  new  chief  executive, 
paid  for  his  stock  on  arrival 

in  September.  To  be"  lair, though,  this  represents  not 
so  much  value  destruction  on 
his  part  as  belated  recogni- 

tion of  Booker's  miserable 
state.  Making  a   dent  in  Book- 

er’s borrowings  -   at  some 
£400m  they  are  2%  times  the 

company's  market  capitalisa- 
tion -   is  clearly  not  easy. 

Yesterday's  sale  for  Just 
£4.4m  of  part  of  a   loasmaking  food  delivery  service  with 
turnover  of  £224m  and  the  closure  af-several  regional  distri- 

bution centres  will  actually  add  to  the  overall  debt  burden. 
Around  £7m-£8m  of  the  £23m  exceptional  loss  on  <figpoc*l  is 
cash,  not  just  accounting  write-offs. 

Still,  the  disposal  does  dear  the  darks  for  the  real  test  - 
selling  the  food  service  division,  which  at  a   pinch  could 
fetch  £100m-£l50m,  and  raising  cash-and-carry  vnargina 
Since  lifting  Interest  cover  to  above  2ft  thrum  is  Booker's 
priority,  costs  must  also  By  out  of  the  business.  The  moment 
has  surely  come  for  It  to  pass  on  sponsorship  of  the  epony- 

mous literary  prize  to  a   company  whose  shareholders  will 
benefit  more  from  it  Against  the  backdrop  of  yesterday's 
600-odd  redundancies,  it  is  a   tasteless  extravagant 

British  Biotech 

Elliot  Goldstein,  British  Biotech’s  chief  executive  must  won- 
der why  he  bothers  going  to  work  every  day.  At,  21ftp, 

British  ■   Biotech  is  now  trading  at  a   dforrwm*  to  its  asset 
value  of  25p-30p  a   share,  of  which  I5p  is  cash.  This  ascribes  a 
minimal  value  to  the  company’s  technology  and  knowhow, 
built  up  at  such  expense. 

Such  discounts  are  not  unusual  for  the  bombed-out  Mo- 
tech  sector,  where  several  companies  are  trading  at  or  below 
asset  value.  But  they  raise  the  question  why,  if  the  technol- 

ogy is  so  desirable,  strategic  buyers  are  not  queuing  up.  The 
answer  is-  that  pharmaceutical  companies  would  rather 
cherry  pick  biotech  portfolios  through  licensing  than 
own  the  infrastructure.  In  the  absence  of  an  early  exit, 
British  Biotech  shareholders  must  tboefixe  continue -hoping 
its  key  cancer  drug  will  ultimately  money.  This  is  «htt 
an  uncertain  prospect,  but  at  least  that  is  fixDy  recognised  in 
the  share  price. 
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Mersey  Docks 
reaps  rewards  of 
strike-free  year 

aims  to  expand 

y   buy  aircraft 

By  Susanna  Voyfe 
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The  port  of  Liverpool  used  to 

-f.be  synonymous  with  indus- 
-Vi  trial  strife,  the  epitome  of 

the  “them  and  ns"  mentality 
which  paralysed  British 

industry.  •   • Today,  however,  peace  has 

broken  out  along  the  water- 

front  and  the  port  is  boom-' ing,  thanks  in  part  to  the 
runaway  Irish  economy. 

The  beneficiary  is  Mersey 

Docks  and  Harbour  Com- 
pany which  yesterday 

announced  a   37.5  per  cent 

increase  in  pre-tax  profits  to 
£47.6m  ($78m)  last  year.,  1 

Only  a   year  ago,  the  group 

ended  its  two-year  dispute 
with  a   group  of  327  sacked 
dockers  -   one  of  the  longest 
industrial  conflicts  in  the 
UK.  The  1997  figures 

included  an  £10m  excep- 
tional charge  for  the  settle- 
ment of  the  strike,,  which 

slightly  Batters  yesterday’s 
figures.  ... 

But  the  group,  has  made  an 

extra  effort  to  end  the  divi- 
sions between  management 

and  workers  -   encouraging 
workers  to  take  a   stake  in 

the  company.  About  70 '.per cent  of  its  1,078  employees 

are  potential  investors  after 
they  signed  up  fin  a   savings 
scheme  allowing  them, to 

buy-shares. 
•   Associated  British  Ports, 
the  largestf  UK  ports  group, 

has  passed  over  a   senior 
executive  that  many  in  the 

City  .saw  as  chief  executive 
designate,  fcnd  has  instead 

appointed  Bo  Lerenius,  for- 
merchief executive  of  Stein 

line,  writes  Quotes  Batche- 

lor. It  was  thought  Andrew 
Smith.  47,  managing  director 
of  ABP&  ports  division  for 

the  past,  twb' years,  was being  groomed  as  a   possible 
successor  to  Sir  Keith 

Stuaxt/  who  has  held  the 

jota-jnsitians  of  chairman, 
andumrf  executive.  . 
Mr  Lerenius,  52.  became 

vicechmrman  of  Stena  Line 

and.  director,  of  new  business 

investments  atStena  line’s parent  company  Steng  AB 

after  steppingdown  as  chief 
executive  of  the  ferry  cCm-  <| 

panyin  1996-.. 
-   ASP’s  shares  foil  13%p  to 265p. 

British  Biotech  becomes  a   victim  of  its  own  hype 
David  PiUing  says  tlie  desire  to  provide  investors  with  a   constant 

“newsflow"  diet  canJempt  biotech  companies  to  exaggerate 

British  Biotech,-  which 
yesterday  shocked  the 

mmket  with  disappoint- 

ing trial  results  of  a   key  can- 
cer therapy-,  :   -   has 

suffered  a   vertiginous  fall 
from  grace. 

Less  than  two  years  ago  it 
was  still  seen  as  the 

standard  bearer  far  the  flem- 
ishing TJK  biotechnology scene. 

It  was  the  first  company 
with  innovative  science  and 

a   topsy-turvy  business  model 

-   involving  "burn  rates” 
rather  than  profits  -   to  cap- 

ture' Imagination  of  UK 
investors.  Keith  McCullagh, 

until  last  year  company’s chief  executive,  was 
anointed  figurehead  ,   of  an 
entirely. new  sector. 

When  the  evangelical  Mr 
McCullagh  told  the  CStly  he 
was  developing  a   hovel 
cancer  drug  that  could 
arrest  the  spread  of  all  types 
of  tumour,  investors  lapped 

it  up.  When  he  com- 
pany intended  to  keep  all  the 

value  i+artf  —   by  chnrminp 
alliances  with  pharmaceuti- 

cal compani  es  and  develop- 
ing its  own  marketing  force —   UrWah  Biotech’s  valuation 

soared  to  nearly  £2bn. 

In  May  1996,  with  the 

shares  valued  at  -326p,  it 

stood  on  the  verge  of  the 

FTSE  100.  - To  US  investors,  who  had 
witnessed  the  rise -and  fall  of 

-   many  biotech  companies,  the 
euphoria  surrounding  the 

Oxford  start-up  smacked  of 
nalvetA  Most  drugs  take  10 

years  to  develop  and  the 
vast  majority  never  make  it 
to  market.  . 

“Big  pharma”  the  name 
given  to  established  pharma- 

ceutical companies,  has 

scores  of  drugs  nrwfer  devel- 
opment; and  ean  MU  off  any one  of  them  with  impunity. 

Biotech  companies,  which 

may  have  only  one  or  two 

projects,  do  not  have  the  lux- ury of  "burying  their  dead  at 

night”. 

From  the  US  perspective, 

the  hyps  surrounding  Brit- ish Biotech  presaged  trouble. 

This  came  in  the-  form  of 

Dr  Andrew  Millar,  'the  clini- cal research  director  of  the 

company,  who  became  con- vinced it  was  sending  an 

overly  optimistic,  message  to 
Investors.  When  he  was 
sacked  last  April  for  sharing 

his  concerns  with  sharehold- 

ers, he  made  niiaptiniw  that sent  the  value  of  the  shares 

plummeting. 

Dr  Millar,  also,  disclosed 
that  the  US  Securities  and 

Exchange  Commission  was 
investigating  news  releases 
issued  in  1995  and  1996, 
which  may  have  exaggerated 

the  likely  efficacy  of  mari- 

mastat,  British  Biotech’s novel  cancer  therapy. 

Yesterday’s  announcement 
that  marlmastat  appears  no 

more  affective  than  an  exist- 
ing treatment  has  lent 

weight  to  the  concerns. 
It  also  goes  to  the  heart  of 

the  City’s  difficulties  in  valu- 
ing biotech  shares.  Scientists 

do  not  believe  findings  until 

they  are  proved  with  pains- 
taking experiments  and  vali- 

dated by  peer  review. 
.Investors,  on  the  other 

hand,  require  a   constant  diet 
of  “newsflow”  and  the  disclo- 

sure of  any  facts  deemed 
“material”. 

For  a   small  biotech 

company,  with  a   handful  of 
employees  and  mounting 
losses  a   promising  scientific 
lead,  even  if  years  from 
validation  in  nttmr-ai  trials, 
may  look  like  important 
news.  The  temptation  for  a 
company  is  to  put  too 
positive  a   spin  on  the 
information  available. 

British  Biotech’s  shares 

Different  views  Keith  McCuSagh  (M$  and  Dr  Andrew  Miliar 

were  hit  by  the  gradual 
realisation  that  Mr 
McCuUagh’s  gloss  on  events 

appeared  not  to  match reality. 

Since  last  year’s  bust-up, which  led  to  the  resignation 
of  Mr  McCullagh  and  the 

appointment  as  chief executive  of  Dr  Elliot 

Goldstein,  a   recruit  from 
“big  pharma” .   British 
Biotech’s  shares  have 
continued  to  slide.  Dr 
Goldstein  has  scaled  back 

operations  -   and 
expectations. 

Yesterday’s  news 

provoked  a   further  fall,  by 

4ftp  to  21  ftp,  valuing  the 
company  at  little  above  Its cash  value. 

That  puts  it  in  good 

company.  British  Biotech’s 
fall  from  grace  has  depressed 
sentiment  towards  the  sector 
and  the  technology  of 
several  biotechnology 

companies  is  valued  at  zero. 
PPL,  the  Scottish  company 
that  cloned  Dolly  the  sheep, 

would  be  worth  as  much  if  it 
were  a   working  farm 

producing  lamb  chops. 

Analysts  say  it  would  be 
wrong  to  write  off  the  sector. 

When  British  Biotech  came 

along  “there  weren’t  that 
many  people  in  London  who knew  how  to  value  these 

things  properly”,  says  ErZing Refeum.  analyst  at  Nomura 

International.  “The  bottom 
line  is  we  got  it  wrong  ... We’re  all  on  a   steep  learning 
curve  -   investors,  analysts, 

financiers  and  the 

companies  themselves.” 

Mr  Refsum  believes  the 
backlash  against  the  sector 

-   and  perhaps  even  against 
British  Biotech  itself  -   has 

gone  too  far. 
True,  individual  biotech 

shares  are  difficult  -   some 

would  say  impossible  -   to value.  Either  their  science fails,  in  which  case  they  may 

be  worthless,  or  it  succeeds, 

turning  them  into 

billion-dollar  concerns. 
But  the  sector  as  a   whole, 

which  services  a 
pharmaceutical  industry that  is  outsourcing  an 

Increasing  percentage  of  its research,  is  likely  to  grow 
rather  than  diminish. 
“Fallen  angels  take  an 

awfully  long  time  to  return 

to  grace.  But  these companies  are  not  going  to 

evaporate  overnight,"  says Mr  Refsum.  “And  a   couple  of 
them  are  going  to  make 
absolute  fortunes.  The 

difficulty  is  spotting  them.” 

Top  executive  quits  Barclays 
By  George  Graham, Banking  Editor 

Barclays,  the  UK  banking 

group  that  last  week 

appointed  Michael  O’Neill  to succeed  Martin  Taylor  as 
chief  executive,  has  lost 
another  senior  executive. 

Megan  Richardson,  direc- 
tor of  group  planning,  policy 

and  governance,  is  to  leave npvt  month-  Mrs  Richardson 

had  been  viewed  as  a   high- 
flyer within  Barclays  and 

tipped  as  a   contender  to 
become  its  first  female  exec- 

utive director. 

-   After  the  abrupt  departure 
late  last  year  of  Mr  Taylor, 
who  bad  been  chief  execu- 

tive for  five  years,  Andrew 
Buxton  is  to  step  down  as 
chairman  in  April  Oliver 

StoCken,  the  finance  direc- 
tor, is  also  leaving,  and  Eliz- 

abeth. Wade,  director  of  cor- 
porate communications,  has 

already  left 
However,  bank  officials 

Insisted  Mrs  Richardson’s 
resignation  was  not  con- 

nected to  the  turmoil  in  the 
bank’s  top  management.  Her 
husband,  Ian  Richardson,  is 

to  remain  with  the  bank. 

where  he  holds  a   senior  posi- 
tion in  the  retail  financial 

services  division. 

Other  Barclays  staff;  how- 
ever, expect  further 

upheaval  when  Mr  O'Neill, 
who  previously  ran  the  prin- 

cipal investing  and  wealth 
management  division  of 
Bank  of  America,  Jains  on 

March  26.  Some  senior  exec- utives are  already  looking 

elsewhere. Barclays  will  today  report 
its  results  .for  1996,  and  is 

expected  to  announce  pre- 
tax profits  of  about  £1.85bn 

($2.9Gbn).  ■ 

It  had  issued  a   profits 

warning  at  the  time  of  Mr 

Taylor’s  departure,  indicat- 
ing that  profits  would  be  not be  less  than  £l-9bn.  Since 

then,  however.  It  has 
announced  a   farther  £76m 

charge  to  settle  a   long-run- ning lawsuit  brought  by  the 

receivers  of  British  &   Com- monwealth Holdings. 

Retail  financial  services, 

with  trading  profits  forecast 
at  more  than  £L4bn,  and  cor- 

porate hanking,  with  trading profits  in  excess  of  £900an. 
have  continued  to  perform 
weZL 

Salzgitter  sale  of ‘interest’  to  BS 

By  Kevin  Brawn British  Steel  said  jiesterday 

that  it  was  aware  of  German 

newspaper  reports  suggest- 

ing that  Salzgitter.  the  Ger- man steelmaker  it  tried  to 

buy  last  year,  might  be  for 

sale. 
British  Steel  said  It  was 

“potentially  interesting”  that 
all  or  part  of  the  company 

might  be  available. However,  the  company  is 

believed  to  have  made  no 

moves  to  resuscitate  its  bid 

for  Salzgitter.  which  was 
blocked  on  public  interest 

grounds  by  Gerhard  Schro- der. at  the  time  premier  of 

Lower  Saxony,  who  Is  now 
German  chancellor. 

John  Bryant,  who  suc- ceeded Sir  Brian  Moffat  as 
British  Steel  chief  executive 
last  month,  has  said  he 

wants  to  reduce  the  compa- 
ny's dependence  on  steel- 

making, and  on  the  UK  mar- 

ket. 

Booker  makes 

wholesale  exit 
By  Aim  Smith 

About  850  jobs  are  to  go  in 
the  food  industry  as  Booker, 
the  food  distribution  group, 

closes  part  of  its  wholesale 
business  with  the  loss  of 

about  600  jobs,  and  Hazle- 
wood  Foods  shuts  its  sliced 
cooked  meats  operation  at 

Wisbech.  - 
Booker  announced  the  job 

losses  alongside  a   deal  to  sell 
the  remainder  of  Booker 
Wholesale  Foods  to  Palmer 
&.  Harvey  McLane  for  up  to 

£L4m  ($7.2m)  cast  The  dis- 
posal win  mean  an  estimated 

exceptional  loss  in  Booker’s accounts  of  about  £23m  for 

write-offs  of  goodwill,  clo- 

sure costs,  fixtures  and  fit- 

tings and  stock.  The  busi- ness made  a   loss  of  about 
£lm  Jast  year,  on  turnover  of £22&XL 

The  move  is  part  of  Book- 

er’s strategy  of  focusing  on 

its  core  cash  and  carry  busi- 
ness. “This  sale  will  allow  us 

to  increase  our  focus  on  the 
areas  of  the  business  where 

we  can  improve  profitabil- 
ity," said  Stuart  Bose,  chief 

executive. 
Tbe  disposal  programme 

has  already  semi  the  sale  of 

Booker's  Danish  seeds  busi- 

ness far  fvQep  and  its  fish 
and  fish -processing  busi- 

nesses for  £47^m.  The  Arbor 

Acres  poultry  business  and 
Booker  Foodservice,  the 
catering  division,  are  also  up 

for  sale.  
' 

Hazlewood  said  its  closure 
would  mean  an  exceptional 
cost  of  up  to  £20m. 

Investors  treated  the  two annrrnnr»mftflt$.  In  strikingly 

different  ways.  Shares  in 
Booker  slipped  10  per  cent  to 

64ftp.  while  those  in  Hade- 

wood  rose  Sftp  to  llBftpL  - 
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PUBLIC  NOTICE 

Finn  Sovero:ncfl:3  '   Lrd Moscow  ilornis? 
VneshiDr.iroklam-3  Savaroi  wi 

•   wrfcofltannptoifcfBfrattenwt for  your  Him: 

•   render  mtstsnea  In  the  reflbtnaoo 

of  your  trade  mark  and  b   protection 
In  Russia; 

■   pnHeh  the  registered  trade  meric  In 
B1K1  (BuBetti  tor  Foreign  CommercU 
(rrtonnattoo]  -   an  orflduf  organ  of  the Russian  Federation; 

•   condoclyDuradrertistagwmpalgn 

In  Russia  on  your  request 

Our  lax:  f 095 1   147-4300 
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Daniel  QU1E  Consultant 
INTERNATIONAL  BUSINESS 

FINANCIAL  ADVISER 

Financing  by  foreign  banks 
for  industrial  commercial  or 

development  projects. 

Business  plan  and 
correspondence  In  French. 

Tel  33  1   69  5791  52 

Fa*  331  6938  0311 

NOTICE  PUBLISHED  BY  THE  SECRETARY  OF  STATE  UNDER 

SUBSECTIONS  8(5)  AND  10(6)  OF  THE 
TELECOMMUNICATIONS  ACT  1984 

The  Secretary  of  Sooe  hereby  gives  notice  ss  Tallows. 

1.  He  proposes  to  gram  licences  under  the  TelecoRimunicaiians  Act  !9Sd  (~the  Act“1  to  PSrland  Services  UK 
Limited.  MTU  hrfbtm  Europe  Limited.  GC  P*n  European  Crossing  UK  Urafted  and  ICO  Services  Limited  fTfie 

Licensees”)  to  nm  trioccramtmicatioa  systems  in  the  United  Kingdom.  The  licences  wiD  be  for  a   period  of  6 

months,  thereafter  bemg  subject  to  tevocsion  on  one  month's  notice. 
2.  The  principal  effect  of  each  licence  will  be  to  enable  each  Licensee  n   install  and  nm  Hlaeoanualnrioii 
systems  in  the  United  Kingdom  which  may  be  connected  to  tetecommunicaiioo  systems  outside  the  United 

Kingdom,  and  to  provide  a   wide  range  of  services  but  not  any  domestic  services  [i.e.  services  involving  the 
conveyance  of  messages  which  origawe  and  air  subsequently  to  mnaioarc  in  the  United  Kingdom)  or  mobile 
radio  services.  Each  Licence  anthtaises  conpectioo  to  a   wide  raqge  of  other  systems,  including  eanh  printing 

apparent*. 

3.  Each  licence  win  be  subject  to  conditions  such  that  section  8   of  the  An  will  apply  to  iu  thereby  making  each  of 

the  systems  ran  under  each  Bcence  eligible  for  designation  as  a   public  letecoframmicaikn  system  under  section  9 

of  the  AcLkuiteimeiricm  of  the  Secretaiy  of  State  to  designate  each  of  the  Licensees'  systems  as  a   public triecommuniraikm  system. 

<   The  Seotnay  of  State  proposes  to  giant  each  licence  in  reapotec  to  an  mpDcarion  from  each  Ucenaee  for  such 
a   Bcence  because  be  consider  that  it  will  help  to  satisfy  demands  in  the  United  Kingdom  for  the  provision  of 

services  of  the  type  mahorised.  will  promote  the  interests  of  consumers  in  respect  of  the  quality  and  variety  of  such 

services,  and  will  mamnrin  and  promote  effective  competition  between  those  engaged  in  the  provision  of 
teleaxmmjnkatfa*  services. 

5.  He  proposes  to  apply  *e  telecommunications  code  (“the  Code”)  to  Fafland  Sendees  UK  Limited.  MTU  Inform 
Europe  United  and  GC  Pan  European  Oxwing  UK  Limited  subject  to  certain  exceptions  and  conditions 
throoghou  the  United  Kingdom.  The  .effect  of  the  exceptions  and  cooditiont  to  the  application  of  the  Code  is  that 
Fariand  Services  UK  Limited.  MTU  Inform  Europe  Limited  and  GC  Pan  European  Crossing  Limbed  will  each have  duties: 

(a)  to  comply  with  various  safety  and  environnienial  conditions,  in  particular  (with  certain  exceptions)  to  install 

lines  underground  or  only  on  such  above-ground  apparatus  as  is  already  installed  for  any  purpose; 

(b)  io  comply  with  ccaxHiions  designed  to  ensure  efficiency  and  economy  on  the  pan  of  each  of  them,  in 
coonectikm  with  (V  execution  of  works  oo  land  concerning  the  installation,  maintenance,  repair  or  alteration  of their  qyisuig 

(c)  to  consult  certain  pobfic  bodies  before  exercising  particular  powers  under  the  Code,  including  the  local 

planning  and  highway  authorities  and  Bngihh  Nature.  Scottish  Natural  Heritage,  the  Countryside  Council  for 
Wales,  the  National  Trust  and  the  National  Trust  for  Scotland,  as  well  as  retevam  electricity  suppliers; 

(d)  to  keep  and  make  available  reccrts  of  the  location  of  underground  apparatus  and  copies  of  the  exceptions  and 

conditions  in  their  rapeoiye  licences  to  their  powers  under  the  Code  and 

(e)  to  ensure  iba  sufficient  funds  are  avaDahle  to  men  ce  train  liabilities  raising  from  the  execution  of  street  works. 

6.  The  reason  wty  the  Seonmy  of  Sate  proposes  to  apply  the  Code  to  Farbnd  Services  UK  Limited.  MTU 
Inform  Europe  Limited  and  GC  Pan  European  Crossing  UK  Limited  is  that  they  wil]  each  need  the  stanuory 
powers  in  the  Cbde  to  install  and  maintain  the  telecommunication  systems  which  are  to  be  installed  and  run  under 

tbeir  proposed  licences. 
7.  The  lemons  why  it  is  proposed  that  the  Coda  as  applied  should  have  effect  subject  to  die  exceptions  raid 
ccoditkms  rcfarrd  id  above  are  that  they  are  considered  requisite  or  expedient  for  the  purpose  of  securing  that  rite 

physical  environment  is  protected,  that  there  is  no  greater  damage  to  land  than  nccessaiy.  that  the  systems  are 
installed  as  safely  and  economically  as  possible,  and  that  each  Licensee  to  whom  Utc  Cade  is  applied  can  meet 

Caad  relevact  persons  can  enforce)  liabiTnie$  arising  from  the  execution  of  works. 

8.  Rcpresenaaaasqrobjecaocs  may  be  made  in  respea  of  the  proposed  Ikeaccs.  the  applicabat  of  the  Code  to 
Fariand  Services  UK  Limited,  MTU  Inform  Europe  Limited  and  GC  Pan  European  Crossing  UK  limited  and  ri* 
proposed  exceptions  and  conditions  referred  to  above.  They  should  be  made  m   writing  by  16  Math  1999  add 

addressed  to  tbeuodeitognedan&e  Department  t^Trade  and  Industry.  Communications  and  Infomuaiou 

lndsnies  Directorate,  2L80  Grey.  151  Buckingham  Palace  Road.  London  SW1W9SS.  Copies  of  the  proposed 

licences  can  fredy  be  obttmed  by^ writing  to  the  Department  or  by  caning  0171  21S  1756. 
AhnDPrond  3 6 February  I »5> 

Department  of  Ttadc  and  Induacy 
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US  bond  yields  weigh  down  euro-zone 
EURO  SPOT  FORWARD.  AGAINST  THE  EURO 
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EUROPEAN  OVHWIEW 

By  Khozem  Merchant 

Enro-2oae  markets  started 

weak  on  the  back  of  a   fur- 

ther deterioration  in  US  trea- 

sury. bond  yields  on  Friday 
before  regaining  ground  and 
closing  largely  unchanged. 
Analysts  believe  the  US 

treasury  market  will  set  the 

tone  for  equities  trading  in 

the  days  ahead.  The  markets 

FTSE  Bbtac  100 

Mac 

were  also  disappointed  by  a 

feeble  Interest"  rate adjustment  by  the  Bank 

of  Japan. 
The  US  markets  were 

dosed  and  much  of  Asia  was 

heading  for  the  Chinese  New 
Year  celebrations,  so  euro- 

zone markets  operated  In  rel- 
ative isolation. 

The  Increased  likelihood  of 

industrial  action  in  Germany ' 
by  the  country's  largest 
union  took  the  shine  of  some 

cyclical  stocks,  which  since 
the  start  of  the  year  have 

enjoyed  positive  movement. 
Positions  hardened  on 

both  sides  of  the  face-off  yes- 
terday. hitting  steel  and 

chemical  stocks.  These  cydi- 
cals  lost  more  steam  because 

of  profit-taking,  now  in  Its third  day. 

Bank  stocks  were  among 

the  better  performers,  driven 
by  merger  talk,  especially  in 

Spain,  but  that  disguised 

some  disappointing  individ- 

ual performances.  Deutsche 
Bank,  which  is  due  to  report 

results  this  week,  lost  €7  to 
€46-76  amid  concerns  over 

emerging  market  exposure. 
In  the  UK,  there  was 

strong  follow-through  from 
last  week’s  exceptionally 
good  results  from  Lloyds 
TSB.  Barclays,  which 

appointed  a   new  chief  execu- tive last  week,  reports  today. 

It  gained  €1.1  to  €23.02. 
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The  motor  sector  was 

again  dominated  by 

problems  within  the  BMW 
group.  There  is  continuing 

speculation  that  .   the 
dominant  family  behind 

BMW  may  be  seeking  a   form 
of  cross-shareholding  with 

Volkswagen  as  the  best  way 
forward  in  terms  of  dealing 

with  its  problematic  UK  sub- 

sidiary, Rover.-  BMW's  share 
price  gained  €21.7  to  €745.7. 
Renault  shed  €5  to  €4401. 
The  FTSE  Eurotop  300 

index  of  leading  European 
shares  ended  0.68  up  at 

1,201.04,  while  the  FTSE 

Eurotop  1O0  Index  improved 

slightly  by  0.90  to  2,745.60. 
The  FTSE  Ebloc  100  index  of 

shares  In  euro-zone  compa- nies closed  marginally  up 
0.41  at  993.60. 

Some  of  the  better  per- 

forming sectors  ware  leisure 
entertainment  and  hotels, 

with  Granada,  up  €6  to 

€16.92,  and  Accor,  up  €6.6  to 

€222  JO,  leading  the  way. 
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Attractive 

euro  swaps 
elude  bankers 

INTERNATIONAL  CAPITAL  MARKETS       

Rate  cut  hits  JGB  prices 
NEWS  DIGEST 

By  Edward  Luca,  Capital 
Markets  Editor 

Bankers  have  been 

scratching  their  heads  for 
weeks  to  explain  the  lack  of 

decent  arbitrage  opportuni- 
ties in  the  euro-denominated 

markets. 

tn  spite  at  the  fact  that 
bond  issuance  In  euros  com- 

fortably outstripped  issuance 
in  dollars  in  the  first  month 

of  the  single  currency's  exis- 
tence. the  euro  is  still  unable 

to  filler  an  attractive  swaps 
market. 
The  absence  of  arbitrage  is 

a   feature  both  of  swapping 
from  fixed  into  floa ring-rate 
l-utus  and  also  from  euros 

into  other  currencies  alto- 
cether.  notably  the  US  dol- 
lar. 
Poor  conditions  in  both 

sectors  has  stopped  the  large 
dollar  funding  institutions, 
such  ns  the  World  Bank  and 

the  Fannie  Mae.  from  tap- 
ping the  single  currency. 

This  Ls  in  direct  contrast, 
for  example,  to  conditions  in 
t   he  sterl  ing-denominated 
market,  where  swaps  have 
been  tempting  enough  in  the 

past  few  months  to  entice 

must  of  the  world's  hugest 
borrowers. 

“The  lack  of  spreads  in  the 
euro-swaps  market  is  a   genu- 

ine mystery  to  most  of  us," 
said  the  head  of  swaps  at  a 

I'S  investment  hnnk  in  Lon- 
don. 
Some  bankers,  however, 

uere  brave  enough  to  sug- 
gest passible  reasons  for  the 

disparity  between  the  two 
markets. 
The  spread  for  swapping 

lo-year  bonds  into  floating- 
rate  money  in  euros  is  about 
o!)  basis  points  compared 
with  about  75  basis  points  in 
dollars.  This  gives  the  dollar 

Etoffl. D   BOND  PRICES 

a   40  basis  point  advantage 
over  the  euro  for  borrowers 

seeking  floating-rate  money. 
This  disparity  enables  the 

borrower  to  offer  investors  a 

higher  ‘‘optical”  spread  oyer 
the  benchmark,  in  spite  of 

the  fact  that  the  borrower's 
ultimate  costs  -   once  the 
proceeds  have  been  swapped 
into  floating-rate  money  - 
will  be  comfortably  below 
Libor. 

One  reason  is  that  abso- 
lute bond  yields  in  the  US 

are  much  higher  than  in  the 
euro-zone,  which  means 
absolute  swap  spreads  will 

also  be  higher.  As  a   propor- 
tion of  the  absolute  yield, 

the  difference  is  therefore 

less  dramatic.  *Tf  yields  in 
Europe  rise  then  the  swap 

spread  will  also  rise,”  said one  banker. 
In  the  currency  market  the 

explanation  is  more  obvious. 
In  the  first  half  of  1998  the 
markets  charged  nothing  to 

swap  floating-rate  D-Marks 
into  floating-rate  dollars. 
After  the  Russia  crisis  the 

charge  rose  from  zero  to 
about  -L5  basis  points.  This 
reflected  the  excess  of 
demand  for  dollars  over 
D-Marks  (and  now  euros). 
The  anomaly  has  been 

compounded  by  the  fact  that 
those  European  borrowers 
that  would  normally  borrow 

in  dollars,  have  Instead  cho- 
sen to  make  a   splash  in  the 

euro  since  it  was  launched. 
There  Is  thus  a   very  strong 
mismatch  between  those 

wanting  to  swap  euros  into 
dollars  and  those  wanting  to 

swap  dollars  into  euros. 
“It  is  a   one-way  market 

right  now,”  said  one  trader. 
“As  demand  to  swap  dollars 
into  euros  increases,  the  cost 

of  swapping  euros  into  dol- 

lars will  decrease.” 

BBICHMARK  BONDS   

By  Hflftan  Ghnbd 

Japanese  government  bonds 
lost  ground  following  the 

disappointing  rate  cut  by  the 
Bank  of  Japan  last  Friday. 
Pressure  from  LDP  politi- 

cians on  tiie  bank  to  inter- vene flirpftly  in  the  market 
fanned  volatility,  leaving 

JGB  yields  marginally 
high  or  at  the  end  of  the  day. 

With  the  US  market  dosed 

for  Presidents'  Day.  Euro- 
pean bond  markets  had  a 

soft  start  to  the  week,  taking 
their  cues  from  Japan. 
The  10-year  benchmark 

German  bund  future  closed 
0.54  lower  at  115.19,  with  the 
equivalent  UK  gilt  fixture 
ending  at  11698,  down  from 117.25. 

“The  BoJ’s  easing  of  the 
call  rate  target  to  0JL5  per 

cent  last  Friday  looks  suspi- 
ciously like  the  last  gasps  of 

a   dying  man.  B   is  dear  that 

if  rates  at  095  per  cent  aren’t 
working  then  neither  will 
they  at  005  per  cent  The 

problem  In  Japan  has  not been  the  price  of  money,  but 

rather  the  inadequate  mone- 

tary demand,"  said  Ian Douglas  at  Warburg. 

Sally  Wilkinson,  senior 
economist  at  Daiwa  Europe, 

thought  the  BoJ  had  two 

alternative  routes.  “On  Fri- 
day, the  BoJ  chose  to  sup- 
port hanks  mid  corporations 

directly  by  increasing  its 
repo  rate,  by  stepping  up  the 
purchase  of  corporate  paper 

and  by  lowering  the  emer- 
gency rate  to  corporations  to 

095  per  cent  [from  0.5  per 

cent  previously],’’  Ms  Wilkin- son said. 

This  policy  option,  how- 
ever. came  at  a   price.  "It  will 

expand  the  BoJ’s  balance sheet  and  will  deteriorate  its 

quality  -   unlike  the  second 
possible  option  [In  creasing 

the  market  purchases^  of 

JGB]  which  on  the  surface 

improves  the  BoJ’s  balance 

sheet” 

US  fears  of  repatriation  of 

Japanese  funds,  owing  to  ris- 
ing JGB  yields,  may  have 

been  misplaced.  The  Latest 

portfolio  flow  numbers  for 
January,-  published  by  the 

Japanese  ’   Ministry  of 

finance,  showed  -   for  the 

first  thnfl  in  10  months  -   net 
sates  of  foreign  bonds  total- 

ling Y676bn,  compared  with 
YlI590bn  of  net  purchases  in 

December. However,  for  the  period 

from  April  1998  to  the  end  of 
January  1999,  Japanese 
investments  tn  overseas 
bond  markets  have  remained 

at  staggering  heights,  total- 

ling YlLOOObn. 
“Traditionally.  Japanese 

franks  have  locked  in  profits 
on  foreign  bond  holdings  to 

prop  up- their  balance  sheets and  meet  capital  adequacy 

requirements  ahead  of  the flqr-ai  year  end.  But  this 

year,  the  government  came 
up  with  an  Y8bn  package  to 

shore  up  the  financial  sector, which  has  crucially  reduced 

the  rood  for  Japanese  banks 

to  repatriate  their  funds.” said  Ms  Wilkinson. 
She  conceded  that  Japa- 

nese life  insurance  compa- 
nies have  liquidated  Trea- 
sury holdings  in  the  recent 

past  to  reap  the  short-term benefits  of  rising  JGB  yields. 

"But  these  operations  were 

voluntary  moves  -   not  the 

result  of  fiscal  pressure.”  Bis Wilkinson  said. 
However,  in  spite  of  Its 

current  weakness,  the  Japa- 
nese Bond  market  was  not 

expected  to  fall  off  the  cliff, 

said  (me  analyst 

‘There  are  huge  accumu- 
lated assets  that  still  steve 

3S  a   Strong  nwlwjlnnliig  to 
the  bond  market,"  the  ana- 

lyst said. 

US  money  manager  raises  $634m 
vm  issues     . 

ii>W^0sfrowi(y 

PPM  America,  a   US  money 

manager  specialising  in 

high-yield  securities,  yester- 
day issued  an  asset-backed 

deal  in  spite  of  the  public 

holiday  in  the  US  and  the 
start  of  the  Lunar  New  Year 
celebrations. 

The  $653-4m  issue  was  sec- 
uritised against  a   portfolio  of 

assets  split  between  high- 
yield  securities  (95  per  cent) 

and  mortgage-based  securi- 
ties (5  per  cent). 

Banca  Popolare  di  Brescia, 

one  of  Italy’s  largest  co- 
operative banks,  launched  a 

€150m  bond,  its  debut  in  the 
currency.  The  bank,  based  in 

one  of  Italy's  wealthiest 
regions,  is  rated  Baal  by 
Moody’s,  the  rating  agency. 
The  bond  was  priced  to 

yield  22  basis  points  over 
Euribor. 
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Anthony  Barklam,  at  Mor- 

gan Stanley,  gairi  rigmnnri  for corporate  bonds  continued 

to  outstrip  supply,  as  inves- 
tors looked  for  higher  yields 

in  a   low  yield  environment 
Dexia  Bypothekenbank, 

the  German  mortgage  hn-nk increased  its  benchmark pfenrihrigf  offering  by  €4£8m 

to  Clbn,  yesterday.  The 
tramarHnn  confirms  sign*  Of 

growing  liquidity  in  the  larg- 
est category  of  nan-govern- 

ment bond  in  the  euro-zone 
and  demonstrated  growing 
international  demand  for 

pfandbriefe.  The  pfandbrief 
market  is  estimated  to  total 
about  SLOOObn. 

Elsewhere,  Fingrid  Oyj, 

the  Finnish  power  utility, 

made  its  debut  in  euros  with 
a   eioom  four-year  offering. 
Bankers  said  the  bond, 
priced  at  26  basis  points  over 

the  bund  curve,  -was 
designed  to  help  satisfy 

demand  for  shorter-dated 
paper  in  the  single  currency. 

GREEK  EQUITIES  _____      

Stockbrokers  press  for 

longer  trading  sessions 
Greece’s  stockbroker  are  pressing  for  longer  bating 
hours  to  cope  with  a   surge  In  volume  since  January,  as 

retail  investors  pour  funds  into  the  market  Smeha,  the  ' 
Athens  brokers’  association,  has  called  for  a   four-hour 
extension,  which  it  says  would  ease  the  trading  log-jam 
arid  allow  an  overlap  with  west  European  markets,  as  weB 

as  one  hour  of  parallel  trading,  with  New  York. 

■Wfth  asbflte  three-hour  daily  tradmg  session,  the  - 
Athens  stock  exchange  lags  behind  simflai^scted  markets 
such  as  Portugal  and  Turkey,  Brokers  complain  the  elec- 

tronic trading  system  Is  overwhelmed  with  retail  orders  by 
mid-session.  Growing  optimism  that  Greece  will  achieve  Its 

aim  of  Joining  the  euro  in  2001  has  pushed  share  prices  to 
record  levels.  Average  dally  volumes  have  jumped  from 

$230m  to  $540m  since  the  start  of  the  year. 
Brokers  say  almost  100.000  retail  investors  have  joined 

the  market  since  Greek  banks  cut  deposit  rates  last 

December.  “Transaction  volume  would  soar,  but  so  would 

.   vofatJnty.’Vsaid  George  Athanassakis  of  NBG  Equities,  a 
London- based  Greek  brokerage.  “An  extension  needs  to 

be  timed  carefiifly,  or  the  mteket  risks  losing  credbifty.” 
Bourse  authorities  are  wary  of  adopting  Smeha's  pro- 

posal because  of  technical  difficulties  over  settlement  and 

custody.  The  Athens  dealing  system  is  already  overbur- 

dened by  a   sharp  increase  In  small  transactions.  Demateri- alisation of  shares  is  expected  to  take  place  in  April,  after 

the  electronic  trading  system  has  been  upgraded  to  handle 
heavier  share  volumes.  The  stock  exchange  is  also  gearing 

up  to  launch  a   derivatives  market  by  June. 
■We’re  in  favour  of  longer  trading  hours,”  said  Stavros 

Thomadakfe,  head  of  the  Capital  Markets  Commission, 
”but  the  bourse  has  mudi  to  digest  in  the  next  few 
months,  and  the  new  systems  should  be  running  smoothly 

befbte  another  big  change  takes  place." Kerin  Hope,  Athens 

GRIfflH  TRADING  COLLAPSE     

Liffe  locals  could  recover  80% 
Independent  traders  on  the  London  International  Financial 
Futures  and  Options  Exchange  could  receive  up  to  80.  per 

cent  of  their  frozen  assets,  the  liquidator  of  the  collapsed 
Griffin  Trading  Company  said  yesterday. 

Locals  were  originally  exported  to  recover  only  50  per 

oent  of  their  money,  but  Flnbarr  0’Conriett  and  Mike  Jer- 
vis, partners  at  Grant  Thornton,  the  accounting  firm 

appointed  to  wind  up  the  London  branch  of  Griffin,  said 

under  US  law  Coffin’s  clients  could  have  priority  over  afl 

other  creditors.  '   • 

Griffin  was  shut  down  by  UK  regulators  before  Christ- 
mas after  John  Park,  an  independent  trader  Who  used  the 

firm  to  dear  his  trades,  incurred  losses  of  £62m  Investing 
in  futures  contracts  on  German  government  bonefe. 
Arkady  Ostrovsky 

BENCHMARK  GOVERNMENT  BONDS 
ted  M   BU  Qarcftg  mag Red  Bd 

Dae  Cnmoo  Wet 

01, HI  6750  I067BSB 
OR 03  8.750  1X4557 

07.D0  S373  1107300 

01/08  SPOO  10BJB0Q 

01,00  4   000  1069300 

03.118  5.7S0  1123100 

law  som  moooo 
cam  sooo  insawo 
11/00  9   DOT  1093200 
11/07  7300  1138200 

KUO  UX»  101.3100 
ran  6Joo  U4JB50 

D7U0  4   000  101.2600 

10/05  7750  1840700 

IMS  8500  135.7400 

W23  5«w  1098500 

asm  4000  1012000 
I0TO  £500  1181700 

KUB  4.750  1083400 

11.rB  SK5  H1.38C0 

BOO  8800  100.4500 

ana  B   600  1174657 

laoi  8500  1084000 

»M  burn  114.7500 

iiii; 

jjp* 
I2V0 

1203 

QE.1H 

03/10 

MrewrtaBW 0MJ0 
0iiD8 

3.14  *007 

149  *009 
4.13  *0.1 1 

5.05  *013 

848  -010 

139 

112  *806 

ZJ8  *807 

2.99  >001 4.00  *007 

SOI  *806 

568  *812 476 

474  *009 

114  *005 

408  *006 

305  *810 
4M  *008 

127 
*a  *q<a 
141 

338  *882 

473  *804 
453  *808 
452  *803 
444  *806 497 

507 
SIS  -0  01 
5l61 

i   -i -   «n  "   Hr-m  tn  aung,  S 
-o  i :*.’•■  tTPrttf  ctenBrtftiuteBi  Ban.  tarn  tawa  Or  tat .’-i -C4t  e,  ■wawaPtta 

10  YEAR  BENCHMARK  SPREADS 

rnog  NtaHfi  tar wm  dnm  mud 

*806  *810  *820  -815 

*812  *815  *831  -837 

*808  *805  *807  -885 

*807  *805  *818  -100 

-006  -810  -   -106 

♦006  *806  *815  -034 

*003  +810  *836  -805 
-   *809  *820  -827 

-803  -   -802  -OS3 

*807  *809  *818  -1.07 

+801  -801  *805  -809 

*809  *806  *820  -892 

«OJJ4  *803  *810  -001 
*009  *807  *817  -106 

*807  +807  *021  -184 

*811  *810  *820  -868 

+407  *806  *814  -0.79 
*807  *806  *817  -1JJ3 

*809  *806  *021  -103 
♦811  *809  *820  -867 

*815  -855  -090  -579 

*803  -800  -844  -407 

♦803  *801  ♦806  -187 

+806  -tone  *816  -1.14 

♦805  *809  -180 
♦807  +615  -1.42 

♦409  +819  -1.10 
♦812  *816  -878 

-813  -001  -027 
-807  *022  *804 

-002  *845  +835 

♦801  *648  *840 

-002  *003  -08* 

♦805  *816  -891 

-805  -819  -2.40 
-   *815  -106 

-805  -067  *059 

*801  -832  -847 

♦808  *008  -103 
♦806  *813  -1.12 

♦806  *810  -127 

♦4  06  *817  -1.11 

-406  -80S  -1 43 

*006  *425  -126 

-001  +807  +807 

♦801  *810  -832 

*809  *816  -186 

*817  *827  -lit 
*814  *823  -143 

*812  *814  -1.46 

*813  *836  -041 

*817  *845  -845 

*815  *441  -038 
♦415  *841  -aaa 

:   HKte  DtaFT  Hndn 
me  «KM|  to*  123  or 

FO  15 
Bd 

nru 
Speed 

*s 

Etna 

Sprawl 
n T-Bonds Bd Yl eU 

Sprawl  Spread w   w 

Euros  T-Bowta ■-S'Tl 
543 

*151 ♦057 Mdtatands 404 *612 

-132 

■j;ru 

4.16 

♦027 
-057 

HewZaabnd 609 ♦1.77 

♦033 
409 

,0.17 
-037 Ntraqr 4.76 +0.84 

-630 

i   \ 515 
♦123 *039 ftrtjgH 

416 
*024 

-690 

J   .’nM)li 
4-6 

*U  33 

-081 

Spata 

420 ♦028 

-656 

413 ♦on 

-033 

Owedw 

425 
♦033 

-061 

319 

*007 

-137 

SwMBtad 230 

-1^2 -226 

.'•.+->.TU 
352 - 

-1.14 

UK 

449 

*657 

-657 

:-.^c 

5<B 

*2.07 
*053 US 556 

+1.14 

1   :jito 
414 

*022 

-032 

Soke  Htawa ■   DWl/FT  UDRBPta 

::  -T 
4   12 

2.U 

*020 -i.n 
-034 -2.32 

unsn  dotata 
taodtadpad 

■   MmnrkdetaB tata 

EMERGING  MARKET  BONDS 

M   15 
a   more 

■   Him  IMOHF6 
itt?? sao  m 

lairs  a* 
11.500  68 

.I/Cp 

=•»  Tt'n  Ill’ll- 
T'-CwS  M-W 

■   JtflQCA/MOOU  EAST 
Lfiim  cr.WJ 
'■lasa  iiib 

IR47 
NHWyiHK 
US# 
■•’.i  08.-64 
tarn  12H1 
.   iiitj 

.a  IV.  U:  0,  Aa,  (I  US6 
lieu  i   (hi  t   uuv. 

6250  88 

8750  8* 

BU 

Oaf* 
um SpnJ 

BU 
ag* 

core 

w 

Prtce 

m 

1M 
rid 

US 

945750 
609 

-0.17 
-037 

*4.10 

1063202 
630 

-602 
-615 

*684 
293500 

3933 

-611 -6.77 

♦3421 

615210 1161 *601 

-048 

*822 

666855 
1529 

-aw 

-1.14 

*690 

1062450 
1089 

♦ore 

-035 

+652 

1DOS12S 739 

-613 

*634 

*239 

99.TBH 661 

*021 

-031 
*442 

993304 736 

-4)38 
♦020 

<£84 

1038750 

619 

*619 *032 +120 

337273 936 
*637 

-632 

*435 
868540 12.13 *631 

*626 
+7.11 

70.1250 
937 

-003 

-032 

+3.75 

5*3750 

1438 
*603 

-669 

+024 772500 832 
♦614 

-647 +328 

66.120 
1687 

♦637 

-639 

♦331 

BOND  FUTURES  AND  OPTONS 

Ranee 

■   MonowM.  aim  bwp  hjtohb  [wtt)  cioodoo   

Qpan  SiC  price  Ctaogt  Hgti  low  EsL  ta.  Open  ML 

Mar  11140  11104  -865  111,48  11067  36636  92200 

■   UMBIHIM  HH>  BOD  QPT1QMS  PHOT) 

US  CORPORATE  BONDS INTERNATIONAL  BONDS 

S&ta 

Wee Fid) 

CALLS  — 

Mar . Feb 

110 

1.16 

- - 
612 

111 678 
- - 

024 

112. 

048 - - 0.44 

113 

626 

- - 

022 

Eft  0*819  Pm  - .   Amu  ctfi  opn  M.  Mi  11245  ta  Hum  . Gennaiy 

■   motioiou.  saawii  boip  anaRggnH]  iacsmoo  iQOOii  d<  100%   

Open  Sat  price  Conge  H0  Low  BLid  C|nX 

Mar  11560  11519  -855  11 871  11510  408368  501680 

■   MTKBIM.  6BBWII BOMD  (BOBtj  HITWg  (DTBt  044250000  IQOtte  af  100% 

Opan  Sefiprca  Ctangt  Htfi  Low  EsL  nd  Open  M. 

Mar  10895  10835  -821  10804  10861  89640  191.152 

■   wmauu.  ire  swap  futubes  {iffTg-  sy  4   jn  oicso^oo  pnto  rf  ioo%   

Op m   Sac  price  CJongt  Um  EsL  «al  Open  Ire. 

M*  101.72  10156  -028  101.72  10122  200  1040 

■   MoiioMtiamwHinsEs  tire*  iQy  4^  MB50600  petti  pt  ioo%   
Ops  Sea  pries  Qngt  Mgb  Um  EM.nl  Opan  ML 

Mar  102.10  10162 '   -074  10210  10210  100  990 
Mb  kaied  <a>  4pr.  m   (ta> Ups. «   to  pateM  ta 

M   WTI0HAL 1TAUMI  SOW,  8090  (BTfl  RTTOBB  flJFfy  tta  2G0I11 100816  rt  100% 

Opa  senirt*  Oanga  Htfi  Low  EM.  nf  Open  ioL 

tew  11385  11323  -871  11885  113.14  13086  42650 

Spate 
■   mmowAL  spwtsa  bom  nnores  (mbei  cioolooo    

Open  tatprisa  Otanga  Hgti  Low  E>L  nL  Open  K. 

Mar  11890  11842  -063  11660  11827  18669  22624 
Jun  -   11762  - 

■   iwiioMLsrEWii8jninBE8  4Jreaoa«io  iooo»omi»%   

Open  a«pdc»  Ow**  Hft  lew  EsL  id  Ctwa  bt 

Iter  10850  -819  0   63 

Jan  10829  -0.19  0   0 

■   HOTMML  BK  8U  RITO8ES  (LFfq*  £100600  lOOBw  cf  100%   

teNR  Ctaa  Qaoga  Uspi  Low  ta.nl  Open  tat 

tar  11760  118S8  -827  11720  11870  33309  90706 
*m>  11764  11762  -825  11764  11777  991  3816 

*   UK  tans  m   «aM  m   MT  M   cpn  tent  Ipnto  mu  mj. 

■   uac  blt  nmpes  ovnows  qj?a  noepoo  ioobw  <t  100%   

SHtt      CALLS   —     fins    
Pitas  Mar  Jwi  lew  Jm 
11660  1.11  269  813  877 

1W80  073  236  825  89* 
11700  845  205  847  1.13 

11750  023  177  875  126 
11600  Oil  162  1.13  140 

11850  (U»  179  148  167 

e*  Mt  ww.  cm  13Z5  tets  1016  ftnfaw  tat  SPM  **.  tebiazu  tek  mt 

■   ten»3nir90M>Hrn«BtC8T)siao6oo3ai>orioo%   
Open  Sea  me  Cfamg e   Ugh  Low  &L  ml  Open  let 

tar  124-23  122-21  -2-02  124-24  122-13  338631  an*?™ 

An  124-15  122-07  -2-02  124-15  122-19  23254  203728 
Stp  -   121-25  -2-02  -   -   659  6^53 

Jap» 

■   nmu.  ins  mm  jwmcse  «ovl  an  nnuRES  ana  noon  loots  *   ioo% 

m   is 

Pac  M 

NT  Td 
CWE 

6ECC 

Bbb  One OARo 

Rad 

rid,  Cpggi 

07/02  765 

08/25  760 

05/08  860 

SKP  Bd  ’   Bd 
RWtog  prica  jWd 

M-  1056988  560 

A+  984017  765 BBS  1136633  666 

Dtfi  MBPS  Sprd  - 

Age  dige  v 

Hd  yU  Boris 

*809  4021  *850 
*810  «023  41.55 

*ai3  *817  4160 
0*1  MB's 

WkRToctt 

VM  Mart 

DgtaJM 
v   j.  *   a   e #*-*. -mmrn h_“ 

FHLMC 

SUM 

FWM 

ffC8 

son  Cent 

MCS9 
Pacatta 

05/07  675 
06A2  775 
01/18  895 

04/99  825 

0562  875 08/21  970 

AAA  1182S52  562 
A   104.7127  572 
A-  976569  7.17 

■   *i — rr<r i- 

BBS*  1080313  S64 
M   1046747  5.16 
A-  1336002  074 

,   i 12  -*817  *833  *864 

2   *812  4814  *572 

7   *816  *883  4167 

|<  -802  -   +168 

8   *812  *820  *5.16 
4   *816  *819  +164 

MIS tata 

CBWW 

Wag  prica 

*3*8 

SB MAJ7 7290 AAA  10B3184 
ABN  Ann 06707 7.125 

AA-  1043799 

Oaebec 

01/07 

7300 

•   A+  .1053832 

ODmp  FW) 
02(04 5312 

AA-  98.0689 

OWT  7.14 (000  760 

02/18  895 

0e06  695 

MA  1096192  566 

HA  1026706  5.17 
NA  132667  663 

HA  1187112  561 

*816  *831  *858 

*804  *814  +0.66 

*816  *833  *853 
*816  *820  *853 

02/01  968  B   1017500  060 

12471  813  BS-  1057500  800 
06/04  1875  B-  766000  060 

US  INTEREST  RATES 
Ck»(12/3 

Tremuy  BOs  and  Bond  Tokta 

Ofwmooti.     -   RMyav   
7\  Two  waft     -   line  jm   
6>z  nraamWi     4S3  RwjMr   

4J«  Shncrtt     466  KHwr 4s!  One  jaw     474  Shm 

BteW  Lr-GK  '   06/O4  8500  AAA  1176224  560  *806  *825.  *819 
Tnranta  9»ol)  OSM  3600  AA+  1136208  -561  *809  *068  *810 
Bel  Cnda  Wm  18B2S  A*  1016346  5.44  *816  *820  4127 
DetacJ»  B   HW  09 m   5675  AA*  10874B4  564  *065  *819  *834 

a   1807  7625  AAA  1177500  567  -061  -061  *848 
DtadnwBk  12/07  7.750  AA-  1184629  569  *063  *066  *125 

BdBsb  to  03«r  7^5  A*  102.1670-  555  +061  +80T  +863 

Abbey  Ha  F»  02«2  7.138  AA  096480  425  *062  -804  -845 

BB  01A»:  3750  .   AAA  1026206  367  *803  *869  *897 

MQoknida  0202  3250'  AA  1036204  163  *061  *804  *029 
FfrJto-Quabec  0501  6750  oh  10964a  257  *061  *067  4167 

Gen  Bad.  '   0M  1.711  o/a  988474  162  +801  *065  +802 -.y, ss-:*  -   — *.■  r 'r.cvr.'J 'r&irvz??- 

BRD  (Mate  Bk}  .   0302  5250  AAA  1186877  075.  -065  *815  -814 

SpahffegdmT  '   0302  5750  AA  114.7799  069  -063  *022 
OadRndw  0802  4.750'  A   111.4588.  165  -805  *812  *846 

I*  Pfepcl)     6709  0516  M   1006718  024  -806  -ftOB  *062 ‘l-Vi'-'-i-l  ’"•jj'.—iu  ■   XT. 

BRDpttrtlBN  .   0208  8000  AAA.  1012258  562  *812  *833  *841 
NwSBVMeaTt  .0508  8500  nte  1036734  563  *812  *027  *852 
S-Auf  SorFfe  0603  7.750  AA  107.1851  363  *068  *822  *874 

SMACAust   0501  9600  n/h  10675a  5.71  *067  *817  +874 

Utaucitap.  Sara:  HnBm  taUFT  UnuMon 

Ubdidkttai 

UK  BONDS 

FTSE  Actuaries  Government  Securities 
Price  Mfcae  Men  Oaft  Accrued  ata(  TbH  Dur 

    Ftb  15  chge  %   fcdawte  yti  Retam  ftwa 
1   Up  to  5   jtan(l6)  12225  -0.12  266  064  12JXLE  264 
2   5-10  jean  pi)  17160  -821  260  068  133820  563 
3   10-15  yen  (7)  18474  -835  ISO  164  1447.13  867 

4   5-13  jean  flag  17469  -025  269  067  138368  67B 
5   Over  IS  jean  (4)  23076  -061  814  800  150878  1165 
8   kredeemauas  E4)  31865  -069  269  167  1881.14  2267 

7   Al  studs  (42)  16827  -829  268  066  134961  663 

ta  % tag  mw 
-470  3460 

461  2929 

459  1344 
460  4273 

458  2222 
«JI  077 
461 .   10800 

1   Up  to  STOWE) 2   OMrSyaanfl 
3   5-15  jess  (5) 

4   Over  15  yean  (4) 
5   Al  sexual) 

UK  Indices 
Men  Du’s  Aecnad  sd  aq  Total  % 

FflO  IS  eftpe  %   tanwt  jtl  Raluni  WBtgtt 

22573  -812  178  060  117221  15.11 

29667  -021  072  Z15  139465  8469 

94060  -818-  062  263  130068  4279 
27163  -023  064  229  147963  42.10 
25891  -819  800  179  138116  10800 

Fdb  15  Fe6  12  Yr  ago 

463  •   458  6.16 

460  <55  &S8 
460  455  560 

460  455  44* tew  i*-irac  uitih 

ran  taw  ftp  15  ftb  12  w   «go 

KlSdT  471  466  668 

Med.  W   Jl*  461  457  556 

Mgb  I5jn  4.71  466  80B 

am.  t   ta  tai  j«  tew  m   am. 

— MMbn  0)6  —   -   — teOaflonSK  — 

tad  yield  Bab- 15  Dw  >r»  fab  12  ti  ago  FsOISDcryntaU  Yrapo 

up  ie  5   J»  216  230  212  2C  242  232  267  200 
Mar  S   jca.  215  1219  2.13  210  . ..  166  1228  155  293 

5-15  jaa  221  060  210  223  .-~165  965  153  268 Otar  15  jn  211  1651  210  213  .   157  1650  155  255 

A8  Starts  219  1161  218  217  158  1173  156  252 

FT  Fixed  Interest  fenflees 

■   FU15  Feb  g   Rt  11  MW  ft*  5   Yrsgo  H^r  LaW  ,   •   FW15  ta  12  tall  ftp «-  »9  ay  uw 
GBat8wa.taQ   114.18  11461  11263  USJA  1155B  icy  117.17  9361  Rxed  teterete  15854  15758  15860  1069  15758  1395  15845  11552 

taK aSwtaSSSwT  ““  W   WW46J,  Mta  tad  unu mm  (Bovm  ta prvre 
UK  GILTS  PRICES 

Statrpitaf  apkFJwTm) 

TteBS>2KlW     95B  U1  1080009    

itasMpBdiuaa —   -   -   ieo.1471  -Him 
ui2Wci8ga   iz.nr m   iootois  -ran 
Toni fPiPC  1999   HUB  5.12  I01J171  -6233 
Tran  Bpc  UBS     657  498  1084774  -DM 

Q»7tK|PCl9B     988  462  1(0920  -MU 

-.Swsk— 

m   tew 

_52  «B*_ 

m   tew 

Opta 

Steipta* 

Orange 

m 

lew 

12670 
129.00 

12936 

12655 

127.70 

RXTWBpI 

12734 

Kite  €1003 

00 

127 JO 
12739 

Oita 

Sol  trice 

Orange 

Mgb 

law 

11610 

10837 

-1J3 

11610 

10930 

lew  EsL  kL  Opes  taL 

0960  TT  T5I 

We  wait  your  business. 

ftmafeeTOOO   i   823 

Cas  9pc  2000   564 
Ttainpc  ZDOD   1172 
TWasBpcZOOO     759 

,   Taw  F*g  tew  2001   - 
rmsicpcjaji   au Qas  9*zpe2Bl — f   861 
Csat9%pc20O1   1   5JB 

DtefTpcTOn       682 

EaJiiaxT9B9-2   A1200 CBS  npc  SH2   i   869 

Tn7pcSI0Z—   653 
QswPjflcBIH   &   611 

>   1taa9^ac20O2     840 

!   te*  9PC20B2   4   756 to  staan   t   219 

TwaRZon   7 a 
TaasltaTOm     822 
TnalA(C2anHjS>t22S 

452  1082837 

450  104.107 
454  1105578 

454  10UB17 

-   160.7970 

45BTP87BB8M 

450  1105718 
460  in 7903 

473  US7177 
452  H&axn 
475  1155B76 

455  1077191 47B  11436BB 
4791161BBM 

479  1144496 4.74  maw 

451  118184  . 
456  171  BBC 

450  maw  ■ 

CeuVipeZa   IS  46B  1256811  -7701 
)   EsAlO^xJOQS — i   759  455  1325S72  -7707 

|   0lMI2We2DB»--  ug  452  1365182  -7736 Ttaa6lj|B2005_  894  46!  VWSO  -77B8 

,   OtaftpeZOBG^wf  775  406  132J510  -2M 
l   TraaeTAspcZOOB   859  487  1184097  -7737 

TfflrttecfflOa-6     724  450  1W5Z72  -7281 

ThnT^srtDOB     659  464  1189S59  -J7T0 
itawniteEata-rj*  a«  4aa  1280176  -t® 

liw8^pc2S07   673  467  1285738  -2806 
Taw  7^ 2007   fin  460  1185896  -7732 
Tnaci3i»c2DM-8^  861  456  HM199.-78BB 

Tiaas9pc2D0B       858  452  1315696  -2886 

TteWtaWB   62  453  OBflzn  -7J45 

T«5fee2B0B     6.17  444  111.152  -M3 

Taw  6^*2018     542  457  1157140  -5766 

cow  tec  ie  am —   bts  491  mitbtb  -5002 
TttaBpe  201!       838  485  M372B7  -5444 

Tnw5^BG2D0B-12_  US  434  U85B61  -7802 

Dew qc 2013 —     852  459  U819D'-5llO Ttaw7*pe2BO-15_  681  4»  194941  -5888 

Haw  ta  201 5   f93C  461  1397766  -789 

HtaAw2B17   551  4SS1HL5973M  -5805 
B5B  458  1607078  -3XB 

Ttwc  ta  2021.     653  420  1477813  -5949 

itwataaere — _   477  443  ustw-imt 

-82wwk_ 

Meat  +<r-  jta  tew 
11754  Mw-Uted  M 

13450  ZbpcVB—     i   ra  351-  195J1B1  -7306  1EBJ6  UB53 
•137 40  Z’ffCOI   P&J)  278-376  207511  -7300  20840  16659 

1085  2hS*  OS-   (TZ4  222  258  205113  -7882  20753  18354 

1   12351  4A*rV4   (OSS  156  716  133AW  -7037  13459  125.16 

10996  taV6   BBS  WB  153  234.1994  -5208  2980S  20817 
10496  S^PCW— (iaq  152  703  214*691  -5677  31853  16678 

10883  ftpcH— r-SHX  157  707227525lte  -A SB  23017  19758 
ram    (K5)  tn  zreinsfiu  -ask  msa  nus 
11617  — —(61  Jt  158  Z05  2115885  -   44 tB  21449  17887 
10819  Z^PCW- — I83Q  159  285  2161890  -v4759  21393  17153 

me    Wfi  154  250  1827000  -5250  18S57  14427 
13716-    (05.1)  159  151  1615987  -5358  16435  M2.M 

11559  v 

•   m» 

WMS  Pjwitae^itatatai^cqwtawefcWfceterotaaWBML 
.   12573  .H  (taw  k   ywMtai  Warm  taw  tar  tteateg  |s  B   awta  pkr  W 

C5B4  wte)  wd  tae  ban  etatel  k   irifea  Rtateg  te  m   ie  W   li  Fdmj 

8619  W.'ftBwdta  beta  356.  ankrtap  HB8: 1815  »<  tor  Waster 

14412  12057 

15606  12973 mao  16464 

Other  Riffidintorat 

-YUd- 

■BM  M   M 

!   AtaWntawTww 

T«W111ax28(H-4_mi9  451  117*08  -.««  113*  1ffi»  "*~*P*C| — 
Taw  10x904   i   8B  464  1345672  -&X  12656-.  11756  tadr^teTHII.. 
tadk|3lapc  1999-4 .151  427  .   955000  -2128  9698  -Bi.w  IwxSpeWtt— 

  ta  45J- 1341069  -5986  109  CbteWa fcc.   

RsasS4cc2004     607  452  1115016  -573E.  ma  in? ip  r—  w-pr 

*   y   **iLt*! "tatataw tataateo. E Aetata tata^Esi otatawa  Hr  «C  teeMl  tn  Bart  *   WgtaW  rtatag  prtwa.  *   tatataw  ab 

T1621  10058  “S     ̂   871785  -5B0 
1R5B  imaj  m}***1*   «B  74JB7*  -JD77 
1269. 1179      403  -   88J674  -5077 9698  -91.16  I«taWAft — _   509  -   E8588?  -3518 

.   me  109  CBW*»se_     464  -   565882  -5518 .   i«a  in?»  r«—  Wypr  473  ...  *rnww  -an 

WtajTaten.  EAtata.tata,  M   &   CUw  MpMalw  | 

*5  paw*,  x   Jdet 

Itakall  nwr  m   —   —         — -   - 

Ba*W11«a*20I2     754  556 

tee*  I3fjpc  2DK—  UO  - 

87.19  6222  UwpBd3ljpchBL_  456  - 
TUI  5688  UZteCatt       677  - 
959  739  MntaStalilePcZiar  79  430 

819  eis  K&m.ta'Br       12s  49 
5693  .   4618  MStataUgl  -   320 

„   52  rate - 

HcsE  +ar-  m   *» 
HOB  _   1«B 

1290 

16S4*  _   15W. 

1421* 
.   150  ■   — .   BE 

7B»*  .   7ft 
U 

52U      “   B 

e 

181%  1511 

13ft 

933d        '   B5 

85 

ura  — 

tret 

iwflU  — ,   i8ft 

!■** 

•   :   .• 

»ilE  CRl1^ 

'■52?^: 

MONEY  RAT5S 

■ 

1   w   snLtatataw  nri  We+Utad. 

■iia  _   :   > 

mm'.M 



25 

tmm  -   i 
'l  l   \?  ; ■   •   Ji;.- . 

1 

^   v   TTTTTT 
s-     •-.  .   ’   ( 

#Mja  i   4«m  i   x- 
vrnwm*** 

fammmtp**  w, 

mmtmr  ***.„■ 

press  fo, SeSS'0(!s 

'if 

;>  C\ 

X»f 

7   ̂ 

f* 

VrC 

v 

mi*'  •*,< ; 
Bj|_mWiWC  COLLAPSE 

could 

.   ■*■  *: . 

■ 

■ .   'i. 

s*. 

■   •   iii~ 

>   i\JT 

.vO: 

■■ 

..  .I1.’ s?jB
a 

■   ̂ 

'■  "*•■£• 

•OMS 

financial  times 
TUESDAY  FEBRUARY  1 6   1999  ★ 

Dollar  rises 
CURRENCIES  &   MONEY trading 

MARKETS  REPORT 

By  Metonto  CarroO  and  Alan 
Beattie 

The  dollar  took  advantage  of 
the  holiday  atmosphere  in 
markets  in  the  United  States 
and  Asia  yesterday,  rising 
against  the  yen  in  thin 
trade. 
The  dollar  broke  through 

the  YllfLS  level  in  the  mid- 
dle of  the  London  session, 

remaining  at  that  level  at 
the  close  of  trade. 
Some  analysts  said  the 

jump  was  led  by  American 

corporates  pushing  the  dol- 
lar through  the  Y114.5,  Y115 

and  YH5.5  resistance  points. 
Traders  expect  Japanese 
firms  to  seU  today  if  the  dol- 

lar remains  strong. 

Meanwhile,  Derek  Hal- 
penny,  currency  analyst  at 
Bank  of  Tokyo-Mitsubishi. 
said .   investors  are  still 

digesting  the  news  of  the 

Bank  of  Japan's  Interest  rate 
cut  on  Friday. 

"The  general  feeling  is  the 

BoJ  move  ozz  Friday  was  a 
temporary  solution,  and  the 
deliberation  on  JGB  pur- 

chases will  come  up  again.” hesaid. 

The  central  bank's  deci- sion to  cut  interest  rates  by 

10  basis  points,  and  not  com- 
mit to  buying  government 

'bonds,  has  been  interpreted 
as  either  giving  in  to  politi- 

cal pressure  or  asserting  its 
independence. 

■   The  Czech  koruna  fell 

again  yesterday  but  some 
analysts  suggest  it  has  bot- 

tomed out  on  its  slide  this 

year.  - 

Political  instability  and  a 
series  of  interest  rate  cuts 

have  pinned  down  the  Czech 
currency.  Yesterday  it 
reached  K £33.9730  against 
the  dollar  at  the  end  of  trad- 
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ing  in  London.  .. 

; .   Some  investors  have  pul- 
led out  of  the  koruna  since 

January  28  when  the  central 
bank  made  the  latest  of  nine 
Interest, rate  cuts. 

In  Poland,  the  zloty  sank 

again  despite  the  govern- ment’s announcement  that  it 
would  not  cut  Interest  rates. 

Analysts  said  foreign 
investors  were  stepping  in  to 

buy  the  zloty  at  the'  new lower  level,  about  2   per  cent 

above  the  mid-point  of  its 
currency  band. 

m   The  threat  of  industrial 

unrest  in  Germany,  and 

heightened  pressure  on  the 
European  Central  Bank  to 
cut  interest  rates,  gave  euro 
bears  an  excuse  to  sell  the 
currency  yesterday. 

IG  Metall,  the  German 

engineering  union,  set  a 
deadline  of  Wednesday  to 

agree  on  a   new  pay  deal 

Otherwise  they  would  resort 
to  strike  action,  they  said. 

Meanwhile  it  '   was announced  that  Oskar 

Agabttttte  Milner  9 

•   «6    1*1 

Fotataiy19Q9' 
Lafontalne;  the  German 
finance  minister,  is  to  attend 

the  European  Central  Bank 
council  meeting  this  Thurs- 

day. Technically  he  will  be 
present  in  his  capacity  as 
president  of  the  European 
Union.  But  he  Is  widely 

expected  to  tell  the  ECB  that 
failure  to  loosen  monetary 

pOUcy  to  create  employment 
wifi  necessitate  fiscal  stimuli 

from  eurozone  governments. 

The  euro  bounced  along 

its  record  lows  just  above 

SL12  against  the  dollar.  At 
the  dose  of  dealing  hours  in 

London  it  was  trading  at 
$1,124  against  the  dollar, 
down  from  $1,128  at  the  end of  last  week. 

Market  analysts  said  that 
the  IG  Metall  and  Lafbntaine 
news  did  not  dramatically 

change  the  prospects  for  the 
currency.  But  they  did  help 

to  cement  a   growing  percep- 

tion that  some  of  the  enthu- 
siasm around  the  Hrn»  of  the 

euro’s  launch  was  a   little 

overdone. 
“The  stream  oF  good  news 

on  the  economy  from  the  US, 
and  the  weakness  in  the 

euro-zone,  have  changed  the 
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relative  interest  rate  profile 

for  the  two  currencies/'  said 
Alison  Cottrell,  chief  inter- 

national economist  at  Paine 

Webber  in  London.  “So  the market,  having  positioned 

for  a   strong  start  to  the  euro, 
now  has  a   long  way  to  come 

back.” 

Ms  Cottrell  said  that 

events  like  the  IG  Metall  dis- 
pute and  pressure  from Lafohtalne,  rather  than 

being  fundamental  causes  of 
euro  weakness,  were  excuses 
for  investors  to  sell  the  cur- 

rency. 

But  she  said  the  ECB  was 

now  sitting  in  quite  a   fortu- 
nate position  even  without 

cutting  interest  rates. “Despite  what  many  say 

about  the  euro-zone  now 
being  a   closed  economy, 

companies  still  believe  they 
are  affected  by  the  strength 

of  the  currency she  said. 
“So  the  ECB  can  sit  there 

and  try  to  make  sense  of  the 
data  while  corporates  react 

positively  to  the  weakening 

euro.” 
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Notice  to  the  Noteholders  of  the  outstanding 

Komatsu  Seiren  Co.,  Ltd. 
U.S.$100,000,000 

3 Vt  per  cent.  Guaranteed  Notes  2000 

(dK-VomV 

with  Warrants 

-   to  sobteribo  far  shares  of  common  stock  of 
Komatsa  Seiren  Ok,  Ltd. 

The  Notea  will  be  nncondifinnally  and  irrevocably 

guaranteed  ran  a   joint  and  several  basis  by 

The  Sumitomo  Trust  and  Banking  Company, 

limited 

and 

The  Hokkoku  Bank,  Ltd. 

Nonce  a   hereby  tka  tea  The  MasmTra*  and  Benfckig  Campaay.  Uamed 

haring  is  offer  m   5*  Phon  6   firoetigia.  Loteas  EC2M  2TH  wm  reocn  tan  be 

rate  oTtawapil  Pytag  Agnu  MwcnMti««^wteteNM!^mdte3taTanBi  and 

Ageat  in  coonecnao  wbh  tbe  Norn  and  ibe  Arnaa  dte*  23  Mnh, ! 999. 

The  Hekteku  Bank.  LbL  had  ia  efliee  at  2nd  Hoar,  Altai  Benae,  1   tQog  Sbtm, 

Loarfoo  EC2V  BAU  reDgsed  bom  in  rob  <rfP»7tag  A*eai  n   enmeciira  whb  «be 

NoMandWBnBnAeeffl  in  cnanecdoowiili  teWhonn  tflecove  31  Mari).  1998. 

Standard  fe  Chartered 
Standard  Chartered  PLC 
(Incorporated  witfi  Smited  Babffiy  In  England) 

US  $400,000,000 

Undated  Primary  Capital  Floating  Rata  Notes 

tn  accordance  with  the  provisions  of  The  Notes,  notice  is 
hereby  given  That  for  the  Interest  Determfoation  period  from 
16th  February,  1989  to  16th  March,  1999  the  Notes  wifl  cany 
interest  at  The  rate  of 5.1875  per  cent  per  annum. 

Interest  accrued  to  16th  March,  1999  and  payable  on 

14th  JuN, 1999  wIB  amount  to  US  S40.35  per  US  $10,000  Note 

and  US  $403.47  per  US  $100,000  Note. 

West  Merchant  Bank  Limited 

Agent  Bank 

financial  Times  Surveys 

Switzerland 
Monday  March  22 

For  further  information,  please  contact: 

John  Holley  in  Geneva Tel:  *41  22  731  1604  Fax:  -4-1  22  731  5481 

email:  jnhn.rollcy  Z   FT, com 

kiraty  Sounder',  in  London 
Tel:  -44  171  873  4323  Fax:  -44  171  S73  3204 

email:  fiirsty.saunderi  ;   Ff.com 

or  Ernst  Jenny  in  Schwanite.n 

Tel:  *41  556  443  070  Fax:  *41  356  443  076 

FI  V   A   NCI. A   f   n.Mf-.S No  FT.  r;^  fftr.tmMi. 

GREEK  EXTERNAL  STERLING  DEBT 
Assented  Bands  of  the  4%  Lou  of  1889 

Assented  Bonds  of  the  4%  Lou  of  1902 

Assailed  Bonds  of  the  5%  Lou  of  1914 

Assented  Bonds  of  the  7%  Lou  of  1924 

Assented  Bends  of  the  6%  Lou  af  1928  (S&R) 

Assented  Bonds  of  Ae  6%  Lou  of  1928  (P.W.) 

Assented  Bonds  af  the  6%  Lou  of  1931 

FUdiag  Bonds  of  the  4%  Lou  of  1889 

Fending  Bonds  of  die  4%  Lou  of  1902 

Hie  Royal  Bank  of  Cusda  Enrope  Limited  announces  on  behalf  of 

the  Ministry  of  Finance  of  the  Hellenic  Repdific  that  the  gfalring 
fends  obligation  of  1998  has  been  merby  the  drawing  of  Bonds  as 

detafledbetom- Assented  Bands  Drawn  for  Redemption^ 

£354^00  aonrinsl  of  the  4%  1889 Assented  Bonds  have  been  drawn 

(represented  by  90S  Bonds  of  £100  nominal,  ud  128  Bonds  of  fSOO 

noamul).  £143,420  nominal  of  the  4%  1902  Assented  Buds  have 

been  drawn  (represented  by  2,741  Bonds  of  £20  nominal,  and  886 
Bonds  of  £100  nominal).  £41U9O50  nominal  of  the  5%  1914 

Assented  Bonds  have  been  drawn  (represemed  by  1   Bond  of  £99.25 

wwHml  and  829  Bonds  of  £496.25  nominal).  £308^00  nominal  of 

7%  1924  Assented  Bonds  have  been  drawn  (represented  by  3J29 

Bonds  of  £100  and  6   Bonds  of  £1,000  nominal).  £55,500 

nominal  of  the  6*  1928  S&R  Assented  Bonds  have  been  drawn 

(represented  by  111  Bonds  of  £500  nominal).  £220,400  nominal  of 
the  6%  1928  P.W.  Assented  Bonds  have  been  drawn  (represented  by 

2^04  Bonds  of  £100  nominal).  £34124054  nominal  of  the  6% 
1931  P.W.  Assented  Bands  hm  been  drawn  (represented  by  4351 

Bonds  of£26JS7  nominal  and  189  Bonds  of  £13333  nominal). 

Funding  Bonds  Drawn  RrrKedemptiaa^- 
£7,000  nominal  of  the  4%  1889  Funding  Brads  hive  been  drawn 

(represented  by  140  Bonds  of  £50  nominal).  £200  nominal  of  tbe 
4%  1902  Funding  Bonds  have  been  drawn  (represented  by  4   Bonds 

of  £50  namiiisQ. 

Bonds  sbonld  be  presented  wfth  conpons  attached  as  foUowc- 

Assented  Bonds  18894%  Coupons  73-80  attached 
Assented  Bonds  1902 4%  Cocpons  74-80  attached 

Assented  Bonds  1914  5%  Conpons  74-80  attached 
Assented  Bonds  1924  7%  Cbqxms  73-80  attached 

Assented  Bonds  1928  6%  P.W.  Conpons  73-80  attached 

Assented  Bonds  1928  6%  S&R  Coupons  74-80  attached 

Assented  Bonds  1931 6%  Coupon*  73-80  attached 

Funding  Bonds  1889  4%  Coupons  73-80  anached 

Funding  Bonds  19024%  Cocpons  74-80  attached 

Holders  are  ashed  to  note  that 
6%  and  7%  Beads  tip  to  nad 

shown  bdow> 

i merest  win  aeaue  on  the  4%,  5%, 

including  the  16th  March  1999  as 

Bend  ' 

laferest 

Loan DcMomatoion 

Payable 

499 1889  Assented  Brad 

£10000 

£05167 

£50000 

£45833 

4%  1902 Assented  Bond 

£20.00 

£00833 
n   oo.oo 

£0.4167 

5%  1914  Assented  Bond 

£99.25 

£0.1034 

* 

£49635 

£05169 

7ft  1924  Assented  Bond 

£100.00 

£13125 

£1,000.00 

£13.1247 6%  S&R  1928  Assented  Bond £50000 

CL8749 

6ft  P.W.  1928  Assented  Boad 

£100  JW 

£03750 

6ft  1931  Assented  Bocd £26.67 
£02333 

£13333 
£1.1667 

4ft  1889  Ponding  Bond 

£50.00 
£0X583 

4ft  1902  Rmdmg  Brad 

£50.00 

£03083 In  respect  of  the  Bonds  circulating  outside  the  Hellenic  Republic, 

presentation  for  payment  may  be  made  between  die  boms  of 
1QD0  us.  and  ZOO  pan.  an  any  business  day  to  the  Bond  Agency 

Department,  Royal  Buk  of  Canada,  71  Queen  Victoria  Street, 

London  EC4V  4DE  from  whom  the  list  of  serial  numbers  of  dm 

drawn  Bonds  may  be  obtained. 

Brads  nma  be  left  for  three  dear  bosnes  days  for  caranrinatirm. 
HS&Fehmaiy  1999 



light  trading 
NEWS  DIGEST 

By  Robert  Canine 
and  GHBan  O'Connor 

Oil  prices  were  largely  flat 
in  light  trading,  with  Brent 
Blend  for  April  delivery 
quoted  at  $10.37  a   barrel  in 

late  trading  on  London's International  Petroleum 

Exchange,  down  6   cents 

from  Friday’s  dose. 
The  low  level  of  activity 

was  attributed  to  the  long 
holiday  weekend  in  the  US, 
where  there  was  no  trading 
in  oil  futures  on  the  New 

York  Mercantile  Exchange. 
It  was  also  the  start  of  a 
week  of  annual  oil  industry 

events  in  London. 
The  Centre  for  Global 

Energy  Studies  in  London 
yesterday  estimated  the 
global  crude  surplus  at  a 

"colossal  550m  barrels",  and 
predicted  that  a   new  im  bar- 

rel a   day  Opec  cut  from  the 
second  quarter  would  boost 

average  second-half  prices 
by  8   per  cent  over  the  first 
half  of  the  year. 
However,  other  analysts 

thought  high  refined  product 
inventories  posed  a   greater 

threat:  “Crude  supplies  are 

now  better  balanced,”  said 
Gary  Ross  of  Pira,  a   New 

York  consultancy.  “But  the 
product  overhang  is  far  more 
serious."  He  said  crude 
prices  would  be  $1  a   barrel 
above  present  levels  without 
the  refined  product  surplus. 

Ted  Arnold’s  first  report 
since  he  moved  to  Prudential 
Bache  argues  that  hedge 

funds  are  already  position- 
ing themselves  for  a   strong 

price  rally  in  metals  by  the 
fourth  quarter  of  this  year, 
or  at  the  latest,  in  the  first 
half  of  2000. 

Anyone  who  fails  to  follow 
suit  in  the  next  few  months 
may  be  too  late  for  the  price 
take-off,  Mr  Arnold  says, 

because  fund  managers 

expect  prices  to  run  up 
ahead  of  the  economic  recov- 

ery. "The  LME  is  now  much more  of  an  anticipatory  type 

of  market,"  he  says. 

A   marked  change  in  “sen- timent" is  the  main  reason 
for  Mr  Arnold's  bullishness. 
He  argues  that,  although  the 

supply  side  has  not  changed 
much  in  the  last  six  to  eight 

weeks,  sentiment  about  the 
demand  side  certainly  has. 

Asia  has  bottomed  out,  he 

says,  the  euro-zone  countries should  be  picking  up  by  the 

late  fourth  quarter,  and 

metal  prices  should  benefit 
regardless  of  whether  the  US 

economy  grows  or  stalls. 

Mr  Arnold  shares  the  com- mon view  that  the  worst  is 

aver  fix'  nickel  and  zinc.  He 

is  more  cautions  about  cop- 

per fmd  aluminium  -   partic- 
ularly aluminium. 

Trading  on  the  London 
Metal  Exchange  was  very thin  yesterday,  because  of 

the  large  number  of  public 
holidays.  Base  metal  prices 

Senegal  fights  back  against 
desertification  of  its  land 
Planting  trees  may  prove  a   powerful  weapon  in  combating  the 
effects  of  drifting  sand  and  lower  rainfall,  writes  John  Madeley 

Sand  is  the  great  enemy 
of  farmers  who  grow  the 
staple  crops  cassava  and 

millet  in  the  Sahel  belt  of 
Senegal,  blowing  mercilessly 

over  the  land,  degrading 
their  soil,  and  robbing  them 
of  decent  yields  and 
incomes. 

In  Senegal,  on  the 
south-west  fringe  of  the 
Sahara  desert,  around  15  per 

cent  of  the  country's  villages have  been  abandoned 
because  of  land  degradation, 
caused  largely  by  drifting 
sand  and  lower  rainfall. 
Other  villages  lie  partly 
abandoned,  with  some 
people  finding  they  can  no 
longer  survive. 
Land  degradation  has 

become  a   worldwide  prob- 
lem, affecting  about  a   quar- 

ter of  the  world's  land  area, 
according  to  the  United 

Nations  Environment  Pro- 
gramme. 
Klaus  Topher,  the  UNEP 

executive-secretary,  says  the 
income  lost  by  people  living 
in  desertified  areas  amounts 

to  $42bn  a   year  in  lower  agri- 
cultural production. 

The  UN’s  Rome-based 
International  Fund  for  Agri- 

cultural Development  (IFAD) 

COMMODITIES  PRICES 

BASE  METALS 

LONDON  METAL  EXCHANGE 
(Prices  (ram  Amalgamated  Metal  Tracing) 
■   AUIMMUH,  9B.7  POTTY  (S  per  tome) 

is  meeting  this  week  to  dis- 
cuss productivity  in  desert- 

ified areas. 
There  are  signs  of  a   turn- 

round  in  some  areas  facing 
desertification.  Farmers  are 

beginning  to  fight  back  with 

a   powerful  weapon  -   trees. 
In  Senegal,  under  the  aid- 

funded  Village  Organisation 
and  Management  project, 
sand  is  being  stopped  by 
belts  of  trees  that  have  been 

planted  around  one  hectare 
plots  of  millet  and  cassava. 

In  total,  some  6,000  hect- 
ares in  the  area  are  being 

protected.  Three  years  after 
planting  trees,  cassava 
yields  have  risen  from 
2,000  kg  to  6.000  kg  a   hectare, 
and  millet  yields  from  400  kg 
to  700  kg. 

In  the  international  arena, 

three  years  ago,  the  Conven- 
tion to  Combat  Desertifica- 
tion (CCD)  was  launched 

with  the  aim  of  reducing, 
and  even  reversing,  the 
effects  of  land  degradation. 
One  of  three  international 

conventions  to  come  out  of 

the  1992  Earth  Summit  in 
Brazil  -   climate  change  and 
biodiversity  being  the  others 
-   the  CCD  has  been  ratified 

by  144  governments. 

Western  governments 

would  not  agree  to  the  con- 
vention having  a   fund  to 

combat  land  degradation, 
taking  the  view  that  funds 
were  already  available 
within  the  development 
assistance  system. 
Instead,  it  was  decided 

that  a   device  called  the 

“global  mechanism"  should 
be  set  up  to  mobilise  funds 
for  the  purpose. 

The  mechanism's  manag- 
ing director.  Per  Ryden  of 

Sweden,  wants  to  ensure 
that  money  already  available 
is  used  more  efficiently. 

“Once  we  can  show  that  I 

don’t  have  any  doubts  that  it 

will  be  possible  to  raise  addi- 
tional resources,”  Mr  Ryden 

says. 
He  believes  there  is  “a common  understanding  that 

the  problem  of  desertifica- tion. liTifepd  to  the  poverty 

problem,  is  something  that 

the  world  wants  to  address”. 
The  global  mechanism  is 

housed  at  IFAD,  which  plans 

to  invest  around  $100m  a 

year  in  projects  to  raise  agri- cultural productivity  in  dry 
areas.  Details  about  the  plan 

are  being  considered  in 
Rome  this  week 

•U  K'V  1   f 

Even  If  fuming  for  planting  trees  Is  secured,  the  problems  caused  by  lower  water  supples  remain 

In  addition  to  mobilising 

funds  from  the  usual  devel- 
opment assistance  sources. 

Mr  Ryden  is  looking  at  how 

to  access  "new  and  innova- 

tive sources  of  funds", 
including  the  possibility  of 
organising  debt  swaps. 
However,  even  if  funding 

for  planting  trees  is  secured, 
the  problem  caused  by 
sharply  lower  water  supplies 
remains.  In  the  more  north- 

erly Diourbel  region  of  Sen- 
egal shelter  belts  of  trees 

are  being  planted  around  the 
fields,  affecting  its  crops, 

says  Madguette  Diop,  chair- 
man of  the  village  of  Ndlam 

SylL The  village  was  home  to 
400  people  but  a   100  have 
now  left  because  their  land 

can  no  longer  support  them. “Their  millet  harvest  was 

not  enough  for  them  to  sur- vive," says  Mr  Diop. 
“If  people  had  water,  they 

could  stay  here.  There  Is 
water  underground  but  the 

problem  is  that  it’s  around 
75  metres  deep,”  he  adds.  To 
build  a   well  that  deep  would 
cost  around  $70,000. 

The  UNEP  puts  the  global 
cost  of  anti-desertification 
measures  at  between  $10bn 

and  $22bn  a   year,  and  the 

big  question  Is  whether  the 
money  raised  by  Interna- 

tional organisations  will  be 
anything  close  enough  to 

help  the  world’s  dry-land farmers  to  stay  and  make  a 

living  amid  the  sand. 
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hod  drifted  lower  by  the 
dose  af  trading. 

On  the  London  bullion 
market  silver  continued 

strong,  and  lease  rates 

touched  15  pa  cent,  prompt* 

lug  the  familiar  rumours 
that  Warren  Buffett  is  active in  the  market  again. 

The  London  Bullion  Mar- 
ket Association  said  yester- 

day that  although  the  silver market  had  been  more 
active.  It  is  dear  that  the 
market  continues  to  trade  in 

an  orderly  manner.  We  will 

continue  to  monitor  the  situ- 

ation." 

Australian  growers  fear 

competition  from  Brazil 
Australian  sugar  cane  growers,  already  hard  hit  by  two 

years  of  weather  damage  and  low  world  prices,  fear  inten- 
sifying competition  from  Brazil.  There  is  increasing  anxiety 

in  the  world  sugar  market  over  increasing  supplies  from 
Brazil,  as  a   result  of  its  devaluation  of  its  currency,  said 

John  Aflison,  general  manager  of  Australian  Cane  Farmers 

Association,  in  the  latest  issue  of  association's  Australian 
Sugar  Digest 
“Soma  analysts  are  suggesting  another  2m  tonnes  of 

sugar  may  be  released  by  the  Brazilians  on  to  an  already 
oversupplied  world  markst,”  he  said  Mr  Allison,  who 
recently  met  industry  leaders  in  Brazil,  said  Australian  cane 
fanners  needed  to  be  concerned  about  the  long-term 
threat  from  the  Brazilian  sugar  industry.  This  industry  is 

presently  10  times  the  size  of  the  Australian  industry  and 

has  tremendous  potential  for  further  expansion,"  he  said. 
Despite  Ha  potential  ■for  expansion,  the  Brazilian  sugar 

industry  was  suffering  from  substantia]  financial  woes, 
which  in  the  short  to  medium  term  would  divert  Brazffs . 
attention  to  rationalisation  and  consoOdation,  he  said. 
Reuters 

BHP  assets  under  review 
Broken  Hill  Proprietary,  foe  Australian  resources  group,  is 
reviewing  its  Australian  oil  assets  for  potential  sale,  said 

C!BC  World  Markets,  BHP  Petroleum's  adviser.  The  assets include  interests  in  foe  Timor  Sea,  North  West  Shelf  and 

Bass  Strait,  but  BHP  has  in  the  past  said  the  Bass  Strait 
and  North  West  Shelf  interests  were  core  assets.  CIBC 

said  Bass  Strait  was  “not  necessarily"  under  review. 
Meanwhile,  BHP  is  to  abandon  its  Tasman  shipping  ser- 

vice between  Australia  and  New  Zealand  due  to  continued 

losses.  Freight  rates  have  fallen  by  50  per  cent  in  foe  past 
four  to  five  years  while  foe  number  of  shipping  operators 

has  risen  by  up  to  15  per  cent  Agencies 

Indonesia  may  liberalise 
Indonesia  Is  considering  the  liberalisation  of  its  oil  refinery 
industry  and  the  retail  market  for  oil  products,  according  to 
the  Jakarta  Post  The  move  comes  after  earlier  efforts.  . 
failed  to  attract  any  serious  investment 

Kurrtoro  Mangkusubroto,  Mines  and  Energy  Minister, 
said  tfscusskxis  were  taking  place  over  a   new  law  that 
would  remove  the  monopoly  of  Pertaminas,  foe  state  oil 

and  gas  company  and  allow  the  private  sector  to  buBd 
refineries  in  foe  country,  buy  crude  oil  and  sell  products  on 
the  domestic  market  Reuters,  Jakarta 

PRESIDENTS  DAY 

US  prices 
US  commodity  markets  were  dosed  yesterday  for  Presi- 

dents Day.  Prices  shown  bebw  are  Friday's  dosing  prices. 

JOTTER  PAD 

The  REAL  European  benchmarks. 
Rigorous.  Easily  traded.  Appropriate.  Liquid. 
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ACROSS 
I   Assassin's  identity  revealed in  jail  (6) 

4   Joint  effort  to  destroy worm  in  wood  (8) 

10  Where  one  can  be  happy about  flashy  number  (5,4) 

11  Wander  around  at  day- 

break (5) 

12  Warning  chaps  to  follow 
first  officer  (4) 

13  Water  from  wine!  Dreamer 
without  a   formula  (10) 

15  Proceed  to  call  back  and 
eat  out  (7) 

16  Stubborn,  adopting  alien way  round  (6) 

lfl  Customer’s  right  of  posses- sion in  contract  case  (6) 

21  A   foot  of  water  In  the  Vati- 
can, for  example  (7) 

23  A   way  to  save  on  company security  at  sea  GO) 

25  Honest  game  inside  empty theatre  (4) 
27  Object  to  nightdress  (5) 
28  E-Type  offering  a   lift  (9) 
29  Newspaper  business  that 

creates  new.  feshinwc  (3^ 
-30  A   heavy  drinker  may  have 

one  and  turn  over  back- 

wards (8) 

□OWN 

1   Living  well  at  home,  then 
caught  partner  in  bed  (2,6) 

2   There's  nothing  new  In  the stable  block  (9) 

3   Bird  that’s  gone  for  the same  -   again  (4) 

5   Corrected  half  of  them  and 

stopped  (7)  ■   ■ 

6   In  order  to  remain,  do  show self-restraint  (10) 

7   Green  circle  charged  with 

energy  (5) 

8   Potential  fat  cat  with  equip- 
ment to  turn  profit  round 

(6) 
9   Good  guess!  (8) 

14  Where  news  Is  good  in  row 
-   he’s  all  bluster!  (5-5) 

17  Short  of  cards  -   sneaky® 

18  Abandon  gold  runner  whan 
crossing  border  (8) 

20  Bound  to  hear  of  confi-  . 

.denoe  (7) 

21  The  type  that’s  for  expedi- 

tion (6) 

22  Need  escort  when  out  for  a 

duck  (6) 

24  Doing  a   copy  of  recording 

With  no  intro  (5) 

2$  Add  up,  with  -a  point  to  ' 

ponder  (4) 

PftWLBOF 

IftMnSU 

Solution  to  Saturday’s  prize  nozzle  on  Saturday  February 
27. 

Solution  to  yesterday’s  prize  puzzle  on  Monday  Hard}  1- 

For  solutions  to  today's  crossword  call  0891  430060. 
Calls  cost  50p  a   minute. 
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LONDON  STOCK  EXCHANGE 

optimism 

FINANCIAL  TIMES  TUESDAY  FEBRUARY  16  1999 

FTSE  Art-Share  Index 

By  Stew  ThompsoB, 
UK  Stock  Market  Etftor 

With  the  US  stock  market 

closed  for  the  Presidents' 
day  holiday  -   and  many  of 
the  Asian  markets  due  to 

dose  during  the  week  for  the 

Chinese  New  Year  -   it  was  a 
Quiet  start  to  the  week  for 
UK  stocks  in  turnover  terms. 

But  the  lack  of  turnover 

did  not  prevent  London  from 

extending  its  rally  to  a   third 
session,  as  many  dealers  and 
investors  refocused  their 

attention  on  the  long-time 
market  favourites,  the 

banks,  telecoms,  drugs  and 
media  stocks. 

Those  sectors,  which  have 
been  the  driving  forces 

behind  the  London  market 

over  the  past  couple  of 

years,  were  in  the  forefront 

of  yesterday's  strong  market 
performance,  providing  the 

top-four  winners. 
Marketmakers  said  last 

week's  stunningly  good  fig- 

ures from  Lloyds  TSB  -   the 
first  of  the  UK  banks  to 

report  in  the  current  season 

-   had  triggered  a   strong  fol- 
low-through of  demand  for 

the  rest  of  the  sector,  espe- 

cially Barclays  Bank. 
The  latter  raced  up 

another  4   per  cent  in  front  of 

today’s  numbers,  which  deal- 
ers expect  to  produce  a   15 

per  emit -plus  increase  in  the 
dividend  total 

NatWest,  due  to  report  a 
week  today,  and  Lloyds  TSB 
were  close  behind  Barclays. 

Telecom  stocks  were  repre- 
sented In  the  FTSE  100  index 

by  Colt  Telecom,  which 

topped  the  leader  board;  the 
media  were  led  by  Pearson, 

whose  shares  raced  up  more 

than  5   per  cent 
At  the  finish  of  the  ses- 

sion, the  FTSE  100  had 
reclaimed  the  6JXX)  level  and 

showed  a   72-5  gain  at  6/1234 

compared  with  its  session 

high  of  6,033.2.  But  the 
recently  outperforming 
FTSE  250  was  left  behind, 
burdened  by  widespread 
weakness  in  many  of  the 

property,  housebuilding  and 
engineering  stocks  that  have 

heavy  weightings  in  the  sec- ond-line index.  The  FTSE  250 
settled  10.5  easier  at  5,1774 
The  FTSE  SmallCap, 

meanwhile,  nudged  higher, 

closing  3.6  firmer  at  2JS40.6, 

helped  along  by  exceptional 
gains  mostly  prompted  by 

takeover  rumours. 

London’s  initial  weakness 
was  prompted  by  a   soggy 

performance  by  Wall  Street 
on  Friday  evening  when  the 

Dow  Jones  Industrial  Aver- 
age ended  around  SO  points 

lower  in  the  wake  of  the 

sell-off  in  bond  markets. 

But  dealers  in  London  said 
the  initial  weakness  did  not 

attract  any  follow-through 

selling  from  domestic  and 

European  institutions. On  the  contrary,  they 

came  in  as  buyers,  picking 

up  the  so-called  quality 
stocks.  “This  is  not  a   market 

to  sell  into  -   the  bid  stories 

are  everywhere,"  one  dealer 
said. 

The  drinks  and  leisure  are- nas of  the  stock  market  were 
alive  with  takeover  stories, 

the  most  potent  of  which 

was  the  Intensifying  specula- tion that  a   Whitbread  bid  for 

Greenall,  the  pubs  and hotels  company,  may  be twiminentL 

The  iwarkpt.  now  fhces  a 

barrage  of  important  com- 

pany news  items,  plus  some crucial  economic  news  from 
both  fades  of  the  Atlantic. 

This  morning’s  domestic 

retail  price  Index  data  for 

January  is  expected  to  show 
underlying  inflation  at  the 

government’s  2.5  per  cent target 

Turnover  in  equities  was 

747.4m  shares,  with  non- 
FTSE  100  stocks  accounting 

for  52  per  cent  of  the  total. 
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Disposal 
talk  lifts 
Pearson 

By  Peter  John,  Joel  Nbazo 
and  Simon  Bamhott 

Pearson,  the  media  group 
which  awns  the  Financial 

Times,  jumped  68  to  £13.65  as 
optimism  about  a   possible 
disposal  was  accentuated  by 

speculation  about  global 
stock  market  developments. 
A   news  story  that  the 

group  is  expected  to  sell  a 
financial  data  operation  to 

Primark  of  the  US  for  £l3m- 

£20m  was  seen  as  “continu- 

ing the  focus  on  the  group's 
core  strengths",  said  Meg 
Geldens  of  Merrill  Lynch, 

the  US  broker,  which  has  a 
£15.50  target  price  on  the 
stock. 

There  was  also  talk  in  the 

market  that  the  group, 
which  is  this  year  expected 

to  generate  more  than  half 
its  turnover  in  the  US,  might 
be  considering  a   full  stock 
market  listing  there. 

The  advantage  would  be 
that  the  company  taps  into  a 
new  and  large  shareholder 
base.  However,  there  is  also 

the  disadvantage  of  having 

to  comply  with  a   very  strin- 
gent regulatory  regime. 

Pearson  said  yesterday:  “At 
this  stage  we  have  taken  no 

decision  on  a   US  listing.” 
Reed  International,  which 

does  have  a   Ml  US  listing, 
gained  12V*  to  546p  with  help 

from  a   recommendation  by 
ABN-Amro.  The  broker 

moved  its  stance  on  the 

shares  from  “hold"  to  “buy". 
It  has  a   72 Op  share  price  tar- 

get and  believes  that,  having 

invested  heavily  in  elec- 
tronic publishing,  Reed  is 

poised  to  reap  the  benefits. 
ABN  forecasts  that  revenue 

growth  will  accelerate  from 

3-4  per  cent  to  6   per  cent 
Emap,  the  UK  magazine 

publisher  that  bought  Peter- 
sen of  the  US  for  $1.2bn  in 

December,  is  also  said  to  be 
mulling  a   US  listing.  But  the 
reality  is  believed  to  be  quite 

a   long  way  down  the  line. 
The  shares  lost  9   to  £12.66. 

A   two-way  pull  in  a 

FT  30  INDEX 

retailer  Maries  and  Spencer 

brought  turnover  of  8.3m 
and  left  the  shares 
unchanged  at  366%  p   ahead 
of  an  important  meeting 

with  analysts  later  this 
week. 

Following,  the  group's boardroom  battles  last  year 

and  what  some  called  “the 
worst  trading  statement  we 

have  ever  had”,  published  in 
January,  dealers  said  the 
company  has  been  On  a 
charm  offensive. 

Peter  Salsbury,  chief  exec- 
utive, has  been  seeing  fund 

managers  and  analysts  will 
get  the  opportunity  to  meet 
the  new  bead  of  the  troubled 

retailing  giant  on  Thursday. 
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A   warning  in  mid-January 

that  profits  this  year  will  be 
well  below  market  forecasts 
sent  M&S  shares  plunging. 

Profit-taking  left  Dixons 

IK  lighter  at  £10.43Vk.  The 

company  said  it  is  open  to 

the  idea  of  floating  its  Free- 
se rve  free  internet  service, 

although  one  analyst  said,  “I think  such  a   move  is  still 

some  way  off." 
Bid  speculation  in  Austin 

Reed  helped  the  shares  gain 

14Vi  to  113Kp  after  business- 
men Sham!  Ahmed  was 

reported  to  have  bought  a 
stake  of  around  2   per  cent  in 

the  retailer. 

Dealers  blamed  profit- 
taking  for  the  slide  in  Boots. 
The  shares  closed  33  off  at 

8B4p,  the  worst  performer  in 
the  FTSE  100. 
National  Power  lifted  8% 

to  536'/ip  in  the  wake  of  a 
news  story  that  the  company 

is  considering  floating  its 

overseas  interests.  Also 

CSFB  Issued  a   "buy”  recom- 
mendation and  WestLB  Pan- 

in ure  recommended  the 
stock  up  to  650p. 

A   broker  recommendation 

helped  BG  gain  4V4  to  355p. 

John  Besant-Jones  at  ABN- 

Amro  said:  “The  shares  have 
come  rattling  back  so  far 

they  look  cheap  and  we  have 
a   400p  price  target  which 

assumes  $11  oil  this  year." Second-line  oil  stocks, 

which  have  been  shunted 

around  by  consolidation 
rumours  were  firm  yester- 

day. Enterprise,  which 

might  or  might  not  link  with 
Lasmo,  gained  5%  to  255p 

and  Lasmo,  which  is  expec- 
ted to  write  down  up  to 

£400m  when  it  announces  its 
figures  navt  week,  recovered 
4%  to  117p. 

Monument  Oil  &   Gas, 

which  drove  forward  last 

week  on  vague  hints  of  a 
tie-up,  finned  to  39p  as  the 
story  shifted  slightly. 

Asset  swaps 

Dealers  said  yesterday  that 

the  company  was  in  Texas 
discussing  asset  swaps  in 

the  Gulf  of  Mexico  and  Turk- 

menistan. 
The  strong  market  trend 

helped  Colt  Telecom  regain 
most  of  Friday's  sharp  losses 
that  saw  it  end  the  week  as 

the  worst  performer.  Yester- 
day’s bounce  helped  the 

shares  harden  57  or  5-32  per 
cent  to  ELL29. 

Moody’s  said  it  had 

upgraded  the  senior  unse- cured debt  ratings  of  Colt 

Telecom  to.  B1  from  B2. 

BT  whose  favourable  fig- 
ures last  week  cheered  the 

market  continued  to  move 

strongly  ahead.  The  shares 
rose  another  27%  to  £10.72 

after  trade  of  ran.  Lehman 
Brothers  was  said  to  have 

recently  upgraded  its  recom- 

mendation from  “neutral”  to 

“outperform". Shares  in  Whitbread 

jumped  32  to  8S5Vip  as  ana- lysts cast  doubts  on  reports 

suggesting  the  hotels  and 

drinks  group  was  consider- 

ing a   £L2bn  bid  for  Green- alls  Group,  its  smaller  rival. 
Analysts  said  such  a   bid 

from  Whitbread  was 

unlikely  at  ‘   the  current Greenalls  share  price. 
Scottish  &   Newcastle  was 

another  name  mentioned  as 

a   possible  suitor  for  Green- alls.  The  report  saw  the 

stock  once  again  move  near 

the  tpp  of  the  list  of  the  mar- ket’s bid  targets  and  the 
shares  rose  36%  or  10.74  per 

cent  to  376Vip,  the  best  per- 
former in  the  FTSE  250.  S&N 

finned  3Vi  to  679Vip. 
British  Steel  surrendered 

3%  to  125V4p  in  trade  of  8m 
after  Morgan  Stanley  Dean 

Witter  was  said  to  have 

downgraded  its  recommen- dation on  the  stock.  The 

Morgan  Stanley  downgrade 

followed  the  stock’s  recent 
strong  performance  and 

fears  about  the  company’s 
possible  involvement  in  the 

battle  for  control  of  Ger- 
many steelmaker  Salzgitter. 

RJB  Mining  fell  9   to  64V4p 

as  the  company  faced  the 

risk  of  a   miners'  strike.  The 
National  Union  of  Mum  work- 

ers was  due  to  start  voting 

yesterday  on  whether  to 
tfrike  over  a   par  dispute. 
Former  stockmarket  star 

British  Biotech  fell  to  an 
all-time  low  after  a.  disap- 

pointing announcement  con- 
cerning its  anal  anti-cancer 

agent  Marimastat  Brokers said  that  the  company,  with 

just  over  £100  million  in 

cash,  had  further  to  fan. 
Shares  were  down  4%  to 

21V, p. 

Regional  publisher  South- news  rose  31  to  473%p  on 

speculation  of  further  sector 
consolidation.  Analysts  said 
the  company  was  a   potential 
hid  target  as  it  was  currently 

rated  at  half  the  value  of 
Portsmouth  and  Sunderland 

Newspapers,  which  received 
a   fourth  approach  last  week. 
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Europe  provided  the  main 

interest  as  investor  senti- 

ment improved  after  an 

uncertain  start,  writes 
Michael  Peel. 

But  trading  was  mostly 

lacklustre  worldwide,  with 

New  York  dosed  for  the  day 

and  Asia  gearing  up  for  the 
start  of  Chinese  New  Year 

celebrations  today. 

Many  Aslan  markets  had 

full  or  partial  holidays  to 

mark  the  new  year.  Those 

Limited 

interest 

stalls 

Toronto 

  IT   .. 
Shares  in  TORONTO  moved 

lower  in  early  trading.  Deal- 
ers said  investor  Interest 

was  limited,  although  there 

were  steady  bullion-led  gains 
among  leading  gold  stocks. 

Barrick  Gold  improved  30 

cents  to  C$29.40  while  Placer 

Dome  put  on  20  cents  at 

CS1880.  thanks  mostly  to  a 

bounce  for  the  bullion  price, 

which  added  90  cents  an 

ounce  at  S290.5  at  the  Lon- 
don fix. 

Banks  were  mixed,  with 

Bank  of  Montreal  off  25 

cents  at  C$62.70,  Royal  Bank 

of  Canada  down  20  cents  at 

CS75.S0.  but  Toronto- 

Dominioa  meeting'  with demand  and  gaining  60  cents 

to  C$61.85. 
In  the  broader  market. 

Trans  Canada  Pipelines  was 

well  dealt,  adding  20  cents  at 

C$21.10.  T.  Baton,  one  of 

Canada's  oldest  stores 
groups,  fell  55  cents  to  a 
record  low  of  C$4.95  after 

last  week's  profits  warning. 
At  the  noon  calculation, 

the  benchmark  300  compos- 
ite index  was  down  18.29  at 

6.415.40. 

MEXICO  CITY  continued 

to  slip  in  early  trading  as  the 

profit-taking  that  pushed 
share  prices  lower  on  Friday 

remained  the  main  focal 

point However,  trading  volumes 

were  low  and  according  to 

brokers  actual  selling  bad 

been  relatively  light.  “With 
Wall  Street  out  of  action, 

most  investors  are  taking 

the  day  off."  said  one  trader. 
At  midsesMun.  the  bench- 

mark IPC  index  was  down 

6.68  at  4.094.5. 

BUENOS  AIRIES  gained 

ground  despite  continued 

worries  about  the  forthcom- 
ing results  season,  after  oil 

group  YPF  posted  a   bleak  set 

of  figures  last  week,  casting 

a   cloud  over  broad  earnings 

expectations. 
At  midsession,  the  Merval 

index  was  modestly  ahead, 

up  1.77  at  359.15. 

that  were  open  moved  little, 

with  Tokyo  closing  a   modest 

0.6  per  cent  higher  after 
investors  reacted  positively 

to  a   plan  to  recapitalise  com- 

mercial banks. 
Attention  in  Europe 

focused  on  Frankfurt,  which 

finished  flat  after  early 

losses  on  worries  about  the 

possibility  of  a   strike  by 
members  of  the  1G  Metall 

union.  BMW  prospered,  end- 

ing almost  3   per  cent  higher 

on  reports  that  it  might  link 

up  with  Volkswagen  or  be 

taken  over  by  General 
Motors. 

London  finished  more 

than  1   per  cent  higher  as  the 
financial  sector  benefited 

from  the  strong  results 

announced  by  Lloyds  TSB 

on  Friday.  Banks  also  did 
well  in  Spain  and  Italy, 

where  merger  speculation 

provided  the  driving  force. 

But  an  increasing  number 

of  strategists  are  advising 

investors  to  turn  away  from 

the  financial  sector  and  tra- 
ditional growth  stocks  and 

look  instead  towards 

cyclicals. 
The  more  aggressive 

observers  think  high-multi- 
ple defensive  stocks  such  as 

pharmaceuticals  and  tech- 

nology companies  are  over- rated compared  with  some 

out-of-favour  industrial  busi- 

nesses. 
In  baskets  of  European 

stocks  monitored  by  lahman 
Brothers,  cyclicals  are  op  4 

per  cent  this  year,  while fmanniaig  have  fallen  l   per 

cent  and  defensive  stocks 

have  declined  2   per  cent. 

Strategists  who  favour  cycli- cals say  the  stocks  could  be 

further  buoyed  this  year  by 

restructuring,  falling  inter- 
est rates  and  high  levels  of 

consumer  confidence. 
Investors  who  put  their 

money  in  ultra-defensive stocks  are  effectively  betting 

that  there  will  be  a   marked 

economic  downturn  this 

year. 

“We  are  looking  at  a   mar- 

ket where  fundamentally 

you  have  two  choices,"  says 

Mike  Young,  executive  direc- tor of  European  strategy  at 

Goldman  Sachs.  “You  can 
take  a   value  risk  on  those 

stocks  that  are  on  huge 

price/eamings  ratios.  Or  you 
can  take  an  earnings  risk  on 

stocks  where  the  earnings 

outlook  is  uncertain  but  the 

stock  looks  cheap  * 

Other  brokers  highlight 

the  superior  value  of  cyclical 
stocks  that  could  become 

Involved  in  merger  and 

acquisition  activity  this 

by  restructuring 

wtpt 
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Strong  dollar  helps  Dax  recoup  losses 
EUROPE 

Helped  by  a   positive  session 
for  the  dollar.  FRANKFURT 

pared  early  losses  in  a   low- 
volume  session  to  dose  with 

the  Xetra  Dax  index  off  7.79 

at  4.888.95. 

Volumes  were  dull,  partly 

reflecting  the  absence  of 

Wall  Street,  closed  for  a 

holiday,  and  shares  moved 

steadily  lower  through  the 

morning  as  the  news  from 

the  IG  Metall  negotiating 

table  suggested  that 

positions  in  the  German 

metal  works  dispute  were 
hardening. 

But  by  early  afternoon  the 
investor  mood  had  lightened 

and,  with  the  dollar  forging 

ahead  in  the  foreign 

exchanges,  the  buyers 

stepped  back  into  the 

market 
At  the  finish  the  Dax  was 

at  its  best  of  the  session  and 

81  points  above  the  day's 

low. BMW  stayed  in  demand  on 

another  rumour-packed  day. 

Last  week's  talk  of  a   take- 
over approach  from  Volks 

The "rSe  iuroibop  ~300  "indiuc run  8.14  or  888  per  cent  to 

1,201.04.  See  Euro  Prices  page. 

wagen  gave  way  to  specula- 
tion about  an  alliance  with 

Genera]  Motors  of  the  US. 

The  shares  ended  €21.7 

higher  at  €745.70. 
Motor  sector  sentiment 

was  also  helped  by  an 

upbeat  trading  statement 
from  DaimlerChrysler, 

which  improved  €1  to  €85. 

Volkswagen  added  98  cents 
at  €66.48. 

Retailer  Karstadt  was  also 

firm,  adding  €10  at  €344. 

while  telecoms  leader  Man- 
nesmann  rose  €280  to  €116. 

On  the  downside,  Deut- 
sche Bank,  which  reports 

annual  results  tomorrow, 

shed  73  cents  to  €46.76  on 

what  was  generally  a   weak 

day  for  financials.  Munich 
Re  retreated  €5.40  to  €187.10. 

PARIS  ended  little 

changed  with  investors  tak- 
ing selective  positions  in  the 

absence  of  New  York. 

German  equities 
Indices  (retBsed) 

FT/S8P  Europe  (ec  (JK) 

SotmOatatmmW 

CCF,  which  reports  1998 
results  on  Thursday,  edged 

€1.45  higher  to  €7585  amid 
talks  of  a   possible  merger 

with  Dutch  bank  ING. 

Mutual  insurance  group 

MutueDes  du  Mans  is  said  to 

be  ready  to  sell  its  78  per 

cent  stake  in  CCF. 

Cigarette  producer  Seita 

took  a   plunge  in  early  trad- 
ing before  ending  in  the  cent  at  €9.85. 

black.  Its  shares,  w'hich  rose  Ahold  shed  60  cents  to 

7   per  cent  on  Friday  follow-  €34-55  on  rumours  that  the 

ing  strong  1998  results,  shed  retailer  had  a   UK  supermar- 
nearly  5   per  cent  after  a   kets  chain  in  its  sights, 
health  authority  in  Britanny  ING  added  25  cents  to 

said  it  would  launch  a   US-  €4980  after  denying  rumours 

style  class  action  against  that  It  was  making  overtures 
Seita.  to  French  hank  CCF. 

It  later  recovered,  dosing  At  the  close,  the  AEX 

10  cents  higher  to  €55,  as  index  was  off  0.02  at  52381. 

investors  played  down  the  ZURICH  drifted  higher  in 

short-term  impact  of  the  subdued  volumes  with  the 
news.  SMI  index  adding  25.4  at 

Eramet  continued  its  6888.5,  mostly  on  the  back  of 

strong  rally,  reaching  a   sev-  steady  gains  among  blue 

en-month  high  after  the  gov-  chips, 

emment  published  privatisa-  Clariant  rose  25  per  cent, 

tton  plans  for  the  mining  adding  SFrl8  at  SFr739.  In 

group  last  week.  The  stock  banks.  UBS  improved 

prices  In  Europe  were  show- 
ing signs  of  bottoming  out 

Telecoms  leader  KPN 

extended  its  recent  good  run, 

gaining  €780  to  €44.75. 

Philips  took  its  cue  from 

Friday's  weakness  of  US 
tech  stocks,  dipping  €L65  or 

2.6  per  cent  to  €6185. 

Foods  group  Wessanan 

Volvo  lost  ground  after  it 

declined  to  comment  on 

reports  that  it  was  consider- 

ing a   bid  for  truck  maker 
Navistar.  But  Deutsche 

Bank  upgraded  its  recom- mendation tor  the  company, 

which,  it  said,  was  trading  at 
a   discount  to  rival  Scania. 

The  stock  eased  SKr2  to 

SKr21980  . 
Drugs  maker  Astra,  which 

plans  to  merge  with 
Britain's  Zeneca,  shed 

SKrl.50  to  SKrl55.50  after 

Zeneca  said  the  US  competi- 
tion authority  bad  asked  for 

more  information  about  the 

merger. 
MADRID  ended  1.45  per 

cent  higher,  propped  up  by 

advances  in  the  financial 

sector.  The  general  index 

closed  1284  to  877.40  In  thin 
trading. 

Bank  stocks  staged  a 

healthy  rally,  adding 

between  2   and  4   per  cent 

amid  renewed  speculations 

ramp  off  25  cents  or  28  per  of  restructuring  in  the  sec- 
tor. BBV  was  up  52  cents  to 

€13.39  while  Banco  San- 
tander added  55  cents  to 

€1780.  Banco  Popular,  seen 

as  one  of  the  main  bid  tar- 

gets. gained  €L45  to  €6185. 
The  day’s  best  performer 

was  hotel  group  Sol  MeUa, 

BULAN  rebounded  from 
Intra-day  lows  to  end  18  per 
cent  higher  in  low  volumes. 
The  Mibtel  index  added  303 to  23808. 

There  was  particular 

strength  in  the  banking  sec- 
tor. Unicredito  gained  21 

cents  to  €4.68,  while  BNL 
rose  10  cents  to  €2.78  and 

Banca  di  Roma  added  3   cents 
to  €189. 

The  star  of  the  day  eras 

Intesa.  up  30  cents  or  9.7  per 
cent  to  €486,  on  positive 

reaction  about  its  forthcom- 

ing capital  fncrease. But  news  of  a   similar 

increase  by  Banco  Popolare 

Commerrio  e   Industria  sent 

the  share  €187  lower  to 

€19.06  as  investors  priced  in 

the  dilutive  effect  of  the 

rights  issue. 
ATHENS  punched  to  a 

record  high  as  a   number  of 
industrial  sectors,  notably 

construction,  attempted  to 

catch  up  with  the  recent 
strong  gains  among  bank 
shares.  Building  shares 
gained  4J5  per  rent,  while  the 

banks  sector  index  added  1 

percent  ■ 

Brokers  described  trading 

volume  as  heavy  with  turn- 
over rising  to  DrlSlbn.  They 

said  momentum  was  visibly 

up  €285  or  7.4  per  cent  to'  upbeat  Rising  shares  out- 
€34  as  the  company  contra-  paced  fellers  by  213  to-  71. 
ued  to  bay  back  shares  in  its 
Latin  American  unit  MIA  as 

part  of  a   plan  to  mage  it 
back  into  Its  core  business. 
The  deadline  for  swapping 

MIA  shares  for  Sol  shares  is 
next  Monday. 

The  general  index  ended  up 

7409  or  28  per  cent  higher  at 

3,46685. 

Written  and  edited  by  Jeffrey 

Brown,  Bertrand  Benoit,  Paul 

Grogan  and  Nfcota  Wilson 

Russia's  equity  market, 

devastated  last  year  by  the 

devaluation  of  the  rouble and  default  on  its  domestic 

debt,  has  been  showing  signs 

of  life.  The  RTS- IF  index  has climbed  16  per  cent  this 

month  on  what  -   by  Moscow standards  -   are  big  volumes 

of  between  $5m  to  $l0m  a 
day. 

Some  investors  believe 

this  is  the  start  of  a   recov- ery, as  has  already  occurred 
In  several  of  the  Asian  mar- 

kets. Bnt  there  is  a   short- term factor  at  play:  the  pro- 

posed restructuring  of  the 

Russian  government’s  frozen Treasury-bill  (GKO)  market. 

The  government  hopes  to finalise  terms  for  restructur- 

ing this  week,  but  the  likeli- hood Is  that  creditors  will 

receive  . 10  per  cent  of  their 
reduced  capital  in  cash  and 

90  per  cent  in  longer-term, 
rouble-denominated  assets. 

The  estimated  value  of  this 

restructured  debt  is  esti- 
mated at  between  3   cents 

ami  s   cents  on  the  dollar. 

David  Aserkoff,  an  emerg- 

ing market  equity  analyst  at 
Credit  Suisse  First  Boston, 

suggests  that  about  $200m  in 
cash  will  be  looking  for  a 

home  following  the  restruct- 
uring of  the  GKO  market. 

The  government  Is  likely 
to  insist  creditors  keep  this 

money  in  roubles  to  prevent 
the  currency  from  crashing. 

The  market  assumes  that  a 

lot  of  these  “restricted  rou- 
bles" will  move  into  the 

equity  market This  money  represents 

about  2   per  cent  of  the  total 

value  of  Russian  equities  - 
or,  until  recently,  about  six 
month’s  trading  volume  on 

the  RTS- IF  index:  hence  the 
rise. 

The  trouble  is  that  the  pro- 

posed restructuring  scheme 

looks  problematic  and  seems 

certain  to  be  modified.  Oth- 

erwise. investors  could  sim- 

ply buy  equities  with  their “restricted  roubles"  and 
then  sell  the  shares  a   few 

days  later  to  repatriate  their 

hard  currency.  If  the  govern- 
ment tries  to  prevent  tbe 

Russia 
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fast  sale  of  equities,  it  could 

lead  to  tiie  emergence  of  a 

two-tier  stock  market 
Mr  Aserkoff  believes  the 

GKO  restructuring  will  prob- 

ably be  changed  to  prevent 

such  an  outcome  -   and  be points  out  that  all  previous 

modifications  to  restructur- 

ing plans  have  been  to  the 
detriment  of  foreign  bond- 

holders. He  is  therefore 

advising  equity  investors  to 
sell  into  this  speculative 

rally. 

There  appear  to  be  few other  reasons  to  buy  Russian 

shares.  The  government  is 

still  struggling  to  devise  an 

economic  programme  coher- 

ent enough  to  win  the  back- 

ing of  the  International  Mon- 
etary Fund.  And  little  has 

been  done  to  rectify  Russia’s 
appalling  corporate  gover- nance regime. 

Bill  Browder,  who  runs 

Hermitage  Capital  Manage- 
ment, one  of  the  biggest 

fund  management  groups 

still  active  in  Russia,  says 

the  better-run  oil  companies 

may  appear  very  cheap  on  a 
fundamental  basis  but  be  is 
not  forecasting  much  of  a 

revaluation. “Anyone  putting  money 

into  Russia  right  now  is 

gambling  rather  than  invest- ing. Having  said  that,  the 

odds  are  in  your  favour.  The 
downside  is  limited  to  100 

per  cent  but  the  upside  is 

pretty  much  unlimited." John  Thornhill 
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added  €380  or  10  per  cent  to 

€3580.  ■ 

Software  company  Cap 

Gemini  was  off  €7.10  or  4.4 

per  cent  to  €152.90,  following 

a   tumble  by  US  high-tech 
shares  on  Friday. 

The  CAC-40  index  dosed 

483  higher  to  4065.19. 

AMSTERDAM  ended  virtu- 

ally all-square  with  solid 
gains  for  Hoogovens  and 

KNP  offset  by  a   shakeout  at 
Philips. 

Hoogovens  added '80  cents at  €29.15  amid  talk  that  steel 

SFr3.50  to  SFr448,  while 

foods  leader  Nestle  put  on 

SFr32  to  SFrS.542. 

Among  lesser  caps,  there 
were  mixed  signals  on  the 

results  front.  Bobst  shed 

SFr20  to  SFrl,605  after  its 

sales  disappointed  brokers, 
while  Gretag  imaging  gained 

SF!r3  to  SFriI7  following 

news  of  a   27  per  cent 

advance  in  sales  for  1998. 

STOCKHOLM  turned 

around  intra-day  lows  to  end 

virtually  flat,  with  the  gen- 
eral index  up  8.79  to  387497 

      ERAMET  GROUP    

A   NEW  DIMENSION  FOR  THE  GROUP: 
MAJOR  STRENGTHENING  OF  THE  BUSINESSES 

AND  CHANGE  OF  SHAREHOLDING 

Barnet's  Board  of  Kredas  melon  February  life,  1999.  to  survey  the  strategic  development  paths  proposed  by  Yves  Rambaud,  Chairman 
and  Chief  Executive  Officer: 

The  Board  approved  die  principles  of  a   large  project  to  strengthen  the  Group's  latenesses  and  related  changes  in  shareholdings,  to  whkh  the 
French  Authorities  gave  their  agreement  today.  He  instructed  the  management  of  Barnette  proceed  with  the  imptementttion  of  this  programme. 

••  G'UI 

i> 

«* 

Johannesburg  edges  lower  ahead  of  budget 

SOUTH  AFRICA after  a   day  of  subdued  vol- 

SANTL\GO  lost  ground  in  rr  '“.TT?     times.  Financials  shed  0.9 
early  trading.  The  IPSA 
index  was  n.us  lower  at 

110.31  in  dull  volumes  at 

midsession. 

Wall  Street  was  closed  for 

Presidents’  day 

Shares  in  Johannesburg 

edged  lower  as  investors 

opted  to  remain  on  the 
sidelines  ahead  of 

tomorrow's  budget. 
The  all  share  index  was  off 

30.1  at  5.9018  at  the  close. 

per  cent  at  9.087.5,  while 
industrials  gave  up  08  per 

cent  at  6.705.6. 

Narapak  was  a   rare  firm 
feature.  The  packaging 

group  jumped  65  cents  or  68 
per  cent  to  R1085  after  its 

link  with  Crown  Cork,  the 

US  packaging  supplier,  was 

given  the  green  Light  by  the 

South  African  competition 

regulator. 
Golds  revived  modestly 

thanks  to  a   better  day  for 

the  bullion  price.  The  sector 

index  ticked  up  1.1  at  9047. 

Banking  hopes  brighten  Tokyo 
ASIA  PACIFIC 

Shares  in  TOKYO  improved 

for  a   third  day  amid  opti- 

mism that  struggling  Japa- 
nese banks  would  accelerate 

writeoffs  of  non-performing 
loans,  writes  Alexandra 

Susbaum  in  Tokyo. 
The  benchmark  Nikkei  225 

Average  rose  SI. 03  to  14,054 

after  trading  between  14,003 

and  14.101.  The  more  repre- 

sentative weighted  Nikkei 

300  rose  1.27  to  21889.  while 

the  Topix  index  of  all  first- 
section  shares  was  up  5.49  at 

1.169.02. 

Trading  volume  was  aver- 

age, with  338m  shares 

traded.  Momentum  was  up 

as  659  issues  advanced. 

The  banking  sector  rose 

1.4  per  cent  on  the  hope  that 

government  funds  would  sta- 

bilise the  financial  system. 

Sakura  Bank,  the  most 

actively  traded  stock,  rose 

3.5  per  cent  or  Y9  to  Yarn. 
Daiichi  Kangyo  rose  38  per 

cent  or  Y23  to  Y716.  Fuji 

Bank  was  up  l.s  per  cent  or 

Y9  to  Y4S0. 
According  to  local  reports. 

Japan's  larger  banks  are 
expected  to  write  off  more 

than  Y9,Q00bn  in  non-per- 
forming loans  tor  the  year 

ending  March  31. 

The  yield  on  the  10-year 

Japanese  government  bond 

rose  58  basis  points  to  2.135 

on  Friday's  news  that  tbe 
Bank  of  Japan  would  lower 

its  target  for  the  overnight 

cal!  rate  to  an  historic 

Nippon  Yusen 
Share  pnee  ard  Index  rebasol 
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low  of  0.15  per  cent  from 
085  per  cent. 

The  rate-sensitive  real 
estate  sector  climbed  189  per 

cent,  led  by  Sumitomo  Real 

Estate  and  Development, 

which  rase  4.62  per  cent  or 

Yl7  to  Y368.  Mitsui  Fudasan 

was  up  2.96  per  cent  or  Y27 at  YBII. 

For  the  second  consecutive 

day,  Teikoku  Hormone,  a 

manufacturer  of  oral  contra- 

ceptives. hit  its  maximum 

permitted  daily  rise,  clim- 

bing Y10G  or  11  per  cent  to 

dose  at  its  high  of  Y9Q0  after 
the  FT  revealed  last  week 

that  the  government  was 

likely  to  approve  the  license 

for  low-dose  birth-control 

pills. Nippon  Yusen,  Japan's largest  shipping  company, 

jumped  6.9  per  cent  or  Y26  to 

Y373  on  heavy  foreign  buy- 

ing. pushing  the  marine 

transportation  sector  up  58 

per  cent. 
Fast  Retailing  rose  78  per 

cent  or  Y270  toY3,680  after  it 

announced  an  upward  revi- 
sion in  earnings. 

In  Osaka,  the  OSE  rose  $2 

to  14,815. 

SYDNEY  ended  little 

changed  after  a   strong  show- 

ing by  resource  stocks, 
which  rallied  against  the 

broad  trend. 

Despite  mostly  unhelpful 

commodity  prices.  Rio  Unto 
rose  36  cents  to  A52Q.76  and 

WMC  gained  9   cents  to 
AS5.15.  BHP  added  1   cent  to 

AS  II  85- 
Telecoms  ran  into  heavy 

profit-taking.  Telstra  fell  20 

rents  to  A5S.40.  The  All  Ordi- 
naries index  closed  off  11.7 

at  2.877.8  after  touching  a 

low  for  the  session  of  28638. 
WELLINGTON  gave  up 

2183  or  1   per  cent  at  2,147.18 

on  the  40  capital  index. 
Brewer  Lion  Nathan  was 

again  actively  traded. 

slightly  lower,  as  investors 

squared  positions  after  Fri- 
day’s 3.1  per  cent  rise. 

The  Hang  Seng  index 
closed  23.03  off  at  9,40289. 

with  the  property  sector  up 

as  per  cent  on  news  that  the 

government  would  resume 
land  sales  from  April  after  a 
nine-month  moratorium 
aimed  at  stabilising  prices. 

Henderson  Land  rose  60 

cents  to  HK $33.40,  while 

Cheung  Kong  ended  50  cents 

higher  at  HK$5i,  and  Lai 
Sun  Development  gained  4 

cents  to  50  cents. 
KARACHI  dosed  sharply 

higher  amid  sustained  buy- 

ing in  stateeontrolled  Pakis- 
tan State  Oil  by  local 

investors. 

Shares  in  the  company 

rose  Rs450  to  Rs6475  follow- 

ing rumours  that  US  oil 

giant  Mobil  might  take  it 
over  when  it  is  put  up  for 

sale  by  the  government. 

Tbe  KSE-100  index  closed 

3582  or  4.1  per  cent  higher  to 

■   Major  strategic  developments 
for  the  future  of  the  Eramet  Group 

In  a   further  step  following  the  acquis  Won  of  the  manganese  busfoess 

of  Baem  decided  by  the  Bcerd  meteng  of  January  28A,  1999,  fe  Eramet 

Group  readied  a   new  stage  in  the  impfementetion  of  its  programme 

of  strategic  strengthening  and  broadening  of  its  busmesses. 

1.  Contribution  of  the  Sma  Gnaw  to  Barnet 

The  shareholder  of  the  Sima  Group,  a   world  reknowned  producer  of 

high  performance  special  saels  and  nidael  atoys,  intend  to  contribute 
aB  the  assets  of  Sma  to  Eramet 

Conpensation  for  this  contribution  would  be  m   total  or  for  the  most 

pan  by  new  Eramet  shares  and  passbly  for  die  balance  with  bonds 

giving  acres  to  the  capital  of  Eramet  An  Bdraonfinary  General  Meeting 

of  Barnet's  shareholders  wil  be  caBed  for  this  pwpose. 

VWth  a   managed  turnover  (including  the  388%  shaiehoklng  in  Special 

Metals  Corp .-  SMC  -   in  the  USA)  of  about  FRF  8   b«on  (profarma  1997), 

the  Sma  Group  has  a   leading  positron  on  international  markets  for 

special  steds,  alloys  and  superaUoys  used  in  aerospace,  defense, 

automobile  and  power  generation  The  consoEdated  twnoverCn  1997 

exducfing  SMQ  was  FRF  3,114  mffiion,  net  earnings  ofthe  Group  were 

FRF  289  mffion,  and  the  number  of  employees  at  the  end  of  year  was 

3,975.  The  estimated  turnover  for  the  year  1998  is  about  RtF  3,500 

miion  and  estimated  net  earnings  of  the  Group  about  HtF  300  mBon. 

The  businesses  of  Sima  are  remarkably  armptementary  to  those  of 

Erasteel  in  the  areas  of  professional  expanse  processes  and  equipment; 

and  representa  oonsUeaUe  strengthening  of  the  spedal  steel  division of  the  Eramet  Group. 

2.  Association  of  New  Cafetfonia  to  the  future  of  SIN 

After  a   share  swop,  the  terms  of  which  remain  to  be  determined,  Erap 

wS  own  30%  of  the  share  capital  of  Sod&  Le  NktaJ-SLN  and  wH  then 

transfer  these  io  a   New  Caledonian  public  company  specialty  orated 

for  this  purpose.  The  shareholding  of  Erama  together  wi*  N&ttn  Steel 

Co.  wB  tfwteore  be  reduced  to  70%.  Erap  will  also  transferm  the  New 

Caledonian  pubic  company  a   fraction  of  lb  Barnet  shareholding 

representing  about  8%  of  the  present  share  capita!  of  Barnet 

This  operation  whkh  Barnet  had  HTtaidedtoimplanent  for  some  time 
win  allow  New  Caledonia  to  be  more  doseJy  assodated  wfth  the 

development  of  its  main  resoira,  nickel,  and  to  support  the  \ development  of  51N.  | 

For  further  irfymatkn  eontna: 

Main  Ray,  fr^stor  Relations  (Emrr*z  Paris) 

accounting  for  one-sixth  of  910.72,  also  boosted  by  tech- 

the  day’s  turnover  of  nicai  buying. 

■   Shareholder  structure  of  Eramet 

after  the  planned  operations 

In  addition  the  Board  has  been  informed  that  after  these  operations 

wbkh  wBI  result  in  ihe  French  state  beconting  a   minority  shareholder 

of  Eramet.  Bap  win  transfer  the  balance  of  its  sharehokfog  to  Cogema 
whkh  wS  become  an  Eramet  sharehokJet 

These  operations,  tbe  terms  of  which  will  have  first  to  be  reviewed 

and  ̂ proved  by  die  gCongniskyrdesforthJpatkxisetdesTraisferts* 
(the  Commission  of  shareholdings  and  transfers),  will  thus  charge 

siyifficandydieshBiehoMngrfEgnwc  the  dates  issued  to  remunerate 

the  contribution  of  the  Sma  Group -and  representing  more  than  a 

third  of  the  new  Barnet  share  capital  -   win  be  a Bocated  among  die 

shareholders  of  Sima.  Cogema  should  m   the  long  term  own  about 

30%  of  Eramet  capital.  In  addition,  the  number  of  shares  owned  by 

the  pub  Be  bong  unchanged,  they  mil  represent  about  30%  of  the 

capital  of  Eramet. 
When  all  the  necessary  consultations  have  been  made  and  approvals 

received,  Eramet  and  SLN  will  ofl  an  Extraordinary  General  Meeting 

of  shareholders  in  order  to  approve  the  proposed  operations  and  the 

changes  in  the  Board  of  Wrectois  of  Barnet  and  SIN  whidt  will  have 

to  take  place  in  order  to  reflect  the  new  shareholdings  of  the  two 
companies. 

■   Strong  positions  in  each  division 
and  remarkable  complementarities 

Presenting  these  opeations  to  the  Board,  Yvb  Rambaud  stated  that 

«With  the  integration  of  the  Sima  Group  just  after  the  acquisition  of 

the  manganese  business  of  Elkem,  the  Eramet  Group  win  own  strong 
positions  on  world  markets  in  each  of  its  3   divisions  and  wfll  benefit 

from  first  dass  scientific  and  technical  know-how. 

The  excellent  complementarity  of  the  businesses  of  the  9ma  Group 

with  those  of  Erasteel  (High  Speed  Division)  and  those  of  EJkern 

manganese  with  the  activities  of  Condlog  (Manganese  Dhrkionl,  wiB 

result  in  the  broadening  and  significant  Strengthening  of  the  Eramet 

Group,  the  size  of  which  win  be  considerably  increased,  while 
maintaining  a   healthy  financial  situation. 

On  the  basis  of  the  estimated  proforma  earnings  of  1998.  these 

operations  togaher  would  have  resulted  in  an  Increase  in  earnings 

per  Eramet  share,  wtwii  can  be  expected  to  be  further  strengthened 

In  the  future  as  a   result  of  the  synergies  with  the  present 

businesses  of  the  Eramet  Gicxq)  and  would  create  value  for 

s   Eramet  shareholders*. 
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NZS644m.  It  improved  8 

cents  at  NZ$4.70.  NZ  Tele- 
com fell  16  cents  to  NZ$9. 

BANGKOK  partly  reversed 

Friday’s  dramatic  gains  with 
tbe  SET  index  easing  2.47  to 

34496.  Turnover  thinned  to 

Bt3.73bn  from  the  Bt58bn  on 

Friday  when  the  benchmark 

roared  ahead  by  108  per  cent 

following  interest  rate  cuts 
and  hardening  hopes  for 

financial  reform. 

HONG  KONG  closed 

Singapore  gained  0.5 

per  cent,  lifted  by  blue  chips 

and  banks  after  last  week’s 
sharp  fall.  The  Straits  Times 
index  moved  680  ahead  to 

1861.15. 
Banks  OCBC,  up  5   cents  to 

S$7.70.  and  OUB,  up  15  emits 

to  S$7.1Q,  benefited  from 
lower  valuations  after  recent 

losses  and  news  that  the 

government  was  accelerat- 
ing the  liberalisation  of  the 

banking  sector. 
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